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ANOTHER YEAR OF 
PROGRESS 


In 1931, President Fitzsimmons con- 
cluded his annual address to our policy- 
holders with the following statement: 


“We are continuing our March of 
Progress because we have confi- 
dence in our Country, our Company, 
in each other and you.” 


It seems fitting to reaffirm this senti- 
ment as we enter 1936, with renewed 
faith in the future, with commercial 
courage, and with sincere appreciation 
of the reliance which an ever-increas- 
ing number of policyholders has placed 
in the Michigan Mutual. 
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AR, pestilence and crime do not greatest assets. And yet, it will be 
compare with the terrible seriously jeopardized unless the streets 
destruction of careless driving. It is and highways are made safer. 
a death-dealing menace to one-third of Every reckless driver is constantly 
our population. contributing toward the great law of 
One child out of every three will averages which creates this one-out- 
eventually be killed or injured as a of-three menace .. . and which sooner 
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to the present statistics. others. Death rides with every care- 
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The savings returned each 
year to Mutual Fire Insur- 
ance policyholders are the 
result of care in selecting 
risks, economies in opera- 
tion, and fire prevention 
engineering. 
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Western Millers Mutual Fire Insurance Co.......Kansas City, Mo. 
National Retailers Mutual Insurance Co............Chiecago, Il. 


Michigan Millers Mutual Fire Insurance Co.......Lansing, Mich. 


Mill Owners Mutual Fire Insurance Co.........Des Moines, lowa 
Millers Mutual Fire Insurance Co...............UHarrisburg, Pa. 
Millers Mutual Fire Insurance Co............Fort Worth, Texas 


Pennsylvania Millers Mutual Fire Ins. Co....... Wilkes-Barre, Pa. 
Millers Mutual Fire Insurance Association............Alton, HL 


Grain Dealers National Mutual Fire Ins. Co... .. . . Indianapolis, Ind. 


MUTUAL FIRE PREVENTION BUREAL 
230 E. Ohio St., Chicago, Il. 


A service organization maintained by the Mill Mutuals. 
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THIS MONTH 


HE evil genius of auto accidents, 

according to reports, is getting the 
first real rebuke in many years, which 
has led to the suggestion that our 
editorial fer this month should discuss 
the value of safety campaigns. 
@ If readers have found that the new 
banking act makes their heads go round 
and round the confusion may be 
cleared up by following the trail broken 
by Prof. G. Wright Hoffman in his 
article beginning on Page ||. ®@ All 
about what is taught, and should be 
taught, in courses in insurance is given 
a swift summary in a running comment 
on the addresses at the recent meeting 
of the American Association of Univer- 
sity Teachers of Insurance held in New 
York City. © Standardization of the 
mutual automobile policy and how this 
desirable result was arrived at, with a 
respectful bow to competing carriers 
for their co-operation, is explained in 
the first of a series of articles on the 
subject by Elmer W. Sawyer, who took 
part in drafting the new provisions and 
is recognized as an authority on the 
subject. © Look also for Notes about 


the Insurance World and more "Bunk 
of the Month." 


& 
NEXT MONTH 


SILICOSIs is to have considerable 

attention in the February number 
and recent developments in the fire 
field will be discussed. Some material 
more entertaining than technical is also 
under preparation and of course there 
will be miscellaneous items from every- 
where. 
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FRANK N. JULIAN 


Superintendent of Insurance 
State of Alabama 


UPERINTENDENT JULIAN has three times served his native state as head 

of its Insurance Department. From 1907 to 1911 as Secretary of State, he 
was ex-officio Insurance Commissioner. Again for four years, starting in 1923, 
he was Insurance Superintendent. On February |, 1935, he was once more 
appointed to the position made doubly important by the enactment in 1915 of 
a bill written by him creating a separate state department to supervise insurance. 
He came_to his present tenure of office from the Presidency of the Bankers 
Fire and Marine Insurance Company of Birmingham, of which company he was 
one of the organizers. His background also as a casualty manager and vice- 
president of a life insurance company, coupled with his long service as a state 
official, has given him an exceptionally valuable experience on which to base 
sound judgments. 

A striking personality, he has made a legion of friends by his dignified affa- 
bility and consideration for the views of those with whom he comes in contact. 














it 


JoURNAL OF AMERICAN INSURANCE 


JOURNAL OF 
AMERICAN INSURANCE 


Published Monthly By 
AMERICAN MUTUAL ALLIANCE 
230 N. Michigan Ave., Chicago, Ill. 


January 
1936 





Copyright 1935 by American Mutual Alliance 


A. V. GRUHN, Editor and Business Mgr. 
EDWIN L. POOR, Managing Editor 

















BSERVERS of national behavior phenomena for 
6) the past ten years have been asking themselves 
how long the public will remain callous to the an- 
nual slaughter on the automobile highways of the 
nation. Year after year the total mounted higher but 
because personal tragedy touched the lives of relatively 
so few of the population, little was done about it, ex- 
cept occasionally to express a few 
passing thoughts of sympathy for 
the distant and unknown victims. 
The insurance companies, the 
automobile manufacturers, the 
National Safety Council, some 
clubs and other organizations 
have been tireless in their efforts 
to inculcate habits of safe driving, 
and in their attempts to make the 
public safety-conscious. Yet the 
fatality figures leave them as their only recompense the 
thought that, if they had not done what they did, the 
situation might have been just that much worse. 

Within recent months, seemingly prompted by the 
article “—And Sudden Death”, the newspapers and mag- 
azines have featured the startling and terrible records of 
the last decade and thousands of pictures of the auto- 
accident dead have been published. The effects of the 
smash-up of the human body have been described with 
such vividness and realistic attention to detail as to 
shock the average reader. 

On the surface, at least, it seems now that interest in 
safety is a popular theme. The various agencies of pub- 
licity, the press, the radio, the house organs of business 
and the insurance companies and others, continue the dis- 
semination of driving rules and warnings against care- 
lessness. 

A great deal of the literature which the insurance 
companies are distributing is not only unique, but its 
content, if read, cannot help but have some telling effect. 
Devices for the purpose of calling the attention of the 
driver to the dangers of speed, and the fatal foolishness 
of disobeying reasonable rules, are being put within the 
reach of all. Public meetings are being held. The Presi- 
dent of the United States has appointed a large commit- 
tee to go comprehensively into ways and means of pre- 
venting accidents, not stopping with the automobile field, 
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but inquiring into the causes of the untoward record of 
the dead in other fields as well. 

The flurry of interest in “—And Sudden Death” seems 
to offer some hope that, after all, there may be a possi- 
bility of arresting public attention for a long enough time 
to change the driving habits of a sufficient number to 
bring about a sharp drop in the accident curve. 

3efore any real advantage can be taken of this interest 
on the part of the public, there must be a common ac- 
ceptance of what constitutes the real cause of the tremen- 
dous accident rate, especially with respect to the fatali- 
ties and then, what sort of remedy shall be applied. 

A proposition receiving considerable support is that 
excessive speed is chiefly responsible, and that the acci- 
dent death rates will decline by mechanically controlling 
the speed at which a car can be driven. 

On the other hand, this theory is vigorously challenged 
by those who insist that accidents result from a combina- 
tion of circumstances in which speed plays the leading 
part less frequently than is commonly supposed. Other 
contributing factors are failure to slow down when ap- 
proaching intersections ; passing on a hill; driving on the 
wrong side of the road; failure to heed stop signs and 
signals ; drunkenness; poor mechanical condition of the 
car; weaving in and out; poor traffic regulations ; care- 
lessness of pedestrians; and many others. While the 
argument wages the accidents go merrily on, in spite of 
everything that has been done to educate the public. 

It should be possible to agree that the majority of ac- 
cidents which occur for which the car is responsible are 
due to stupid driving. In this category fall recklessness, 
ignorance of traffic 
rules, driving too 
fast or too slow for 
conditions, driving 
a car with defective 
brakes, bad lights, 
wobbly steering 
gear, or poor tires, 
driving while under 
the influence of liq- 
uor, and the taking 
of curves at an angle instead of following the line of 
traffic. One or more of these elements are to be found in 
almost every accident. 

Attempts to meet the problem by mechanically limiting 
the speed at which a car may be driven, under compulsion 
of law, are doomed from the start to failure. It is the 
kind of regulation for which the public will not stand. 


We concur in the view that a car capable of going 
fifty miles an hour is just as dangerous an instrumental 
ity in the hands of a stupid driver, or one physically or 
mentally unfit, as would be one on which there was no 
governor to control the speed. In one of the recent pub- 
lications of the National Safety Council it was shown 
that the accident reports from cities received during the 
year, disclosed that the major number of fatalities oc- 
curred at speeds ranging from twenty to twenty-nine 
miles an hour. Sudden death is likely to strike when a 
car runs past the stop light, whether or not the speed is 
less or more than fifty miles an hour. 


OWEVER, whatever the problem—whether it be 
H the elimination of fast driving or stupid driving, it 
is obvious that those interested in reducing accidents 
must devise a more effective program than has been fol- 


(Continued on next page) 
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lowed heretofore. Large sums of 
money have been spent by insurance 
companies, automobile manufac- 
turers, safety organizations and other 
groups. The work has not been 
sufficiently coordinated. Driving 
habits have not improved; if they 
have changed at all, they have be- 
come worse. 

Innumerable cases of stupid and 
reckless driving can be seen almost 
every hour of the day in the cities and 
on the open highways. Ignorance of, 
and indifference to, the ordinary rules 
of safety is present on all sides. Traf- 
fic cops continue to lurk at crossings 
and behind bushes waiting for the 
speeder, but are almost never ob- 
served to be out on the streets, or 
country roads watching for, and call- 
ing the attention of motorists to, in- 
stances of bad driving. 


In most states, anyone with the 
price of a down-payment may pur- 
chase a car and drive it on the public 
highways, whether or not he is phys- 
ically fit, and irrespective of his abil- 
ity to drive. 

Is the answer—more education of 
the motorist and the pedestrian? 
Does the remedy lie in strict regula- 
tion through the licensing only of the 
capable and physically fit by the state, 
or should there be a combination of 
both? 

The records compiled by the Na- 
tional Safety Council show that the 
accident record is very much better 
in states having drivers’ license laws. 
This record can undoubtedly be im- 
proved by competent and expert ad- 
ministration and enforcement of such 
laws. Observation discloses that 
examination and enforcement officers 
need as much education in the rules 
of safe and competent driving as do 
the motorists. 

A suggested program constitutes : 

Greater coordination of the efforts 
»f the insurance companies, the auto- 
mobile manufacturers, the automobile 
clubs and other organizations. 

A unification of the educational 
activities of the insurance companies 
and the motor car manufacturers. 

Greater cooperation with the Na- 
tional Council on Street and Highway 
Safety in pushing its uniform traffic 
program. 

A program looking toward the pas- 
sage of drivers’ license laws in each 
state coupled with a uniform compul- 
sory plan for reporting all automo- 
bile accidents. 

Compulsory training, along uni- 
form lines, of traffic officers and high- 
way police in the rules of proper and 
safe driving. 

(Continued on Page 25) 
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How To Write A Letter 


TO START OUT THE NEW YEAR WITH 
\ VERY HUMBLE SPIRIT, ONE HAS 
but to read the “Manual of Letter 
Writing” issued by the Grain Dealers 
National Mutual ,Fire Insurance 
Company of Indianapolis. The rules 
and regulations therein set down have 
the effect of swift conviction of the 
average correspondent for high 
crimes and misdemeanors against the 
King’s English, grammar, syntax, and 
good taste generally. The next time 
we write a letter to J.J.F. we shall 
watch our step with double vigilance. 

The Manual strikes the right note 
at the beginning, we think, thus: 

“In compiling this Manual, let it be un- 
derstood first of all, that there is no inten- 
tion of attempting to cramp anyone’s style; 
but, as one writer says, ‘every correspond- 
ent naturally reflects his own personality 
in his letters. His distinguishing character- 
istics, good, bad and indifferent, inevitably 
tend to find expression in his correspond- 
ence—unless these tendencies are guided.’ 

“That is exactly what we have in mind. 
We expect that each correspondent will 
continue to reflect his own personality in 
his letters; * * * : 

“It is not our purpose to set down a list 
of hard and fast rules for the guidance of 


those who handle our correspondence; nor 
do we intend to publish a long list of 
words and phrases that must be avoided.” 

Further in the introduction an 
editorial is quoted as follows: 

“Correct use of words in business cor- 
respondence does not alone build a bus- 
iness, any more than clothes make a man’s 
character. Thoughtless misuse of every 
day words, however, is a great, unrecog- 
nized handicap to any business. Words 
incorrectly chosen cause the recipient of 
the letter to read volumes between the 
lines. A few misused words may convey 
a wrong impression which ten thousand 
words could not eradicate. 

“Twenty-five years ago the correct use 
of words in business letters was not im- 
perative. Today a large percentage of suc- 
cessful business men are university trained, 
and words improperly chosen convey to 
them an impression of carelessness, lack 
of responsibility, and lack of general abil- 
ity. The opposite impression is conveyed 
by correct usage.” 

And there we will leave our readers 
to meditate on their rhetorical and 
other sins of like character, trusting 
that the foregoing will serve to in- 
spire the elimination of many a “has 
went,” “contents noted,” “in reply 
will say,” “Thanking you in ad- 
vance,” and similar common atroc- 
ities. 
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‘Kentucky Department 
hanges 


STATE INSURANCE COMMISSIONER 
MC KAY REED AND G. B. SENFF, CHIEF 
Deputy Commissioner (formerly 


head of the Department) have re- 
signed their positions in Kentucky. 
This action is apparently the result 
of Governor A. B. Chandler’s request 
for resignations from practically all 
heads of state departments. It is ex- 
pected that new appointments will not 
be made until after the close of the 
legislature which is now in session. 


Doctor Alfred Manes 


Promoting Insurance Education 
In South America 


INSURANCE EDUCATIONAL CIRCLES 
WILL BE INTERESTED TO KNOW THAT 
Doctor Alfred Manes, Germany’s 
most prominent insurance educator 
and author, has transferred his ac- 
tivities to South America. Because 
of his outstanding work in organiz- 
ing insurance education at the Berlin 
University of Commerce, he was last 
year invited to lecture at the Univer- 
sities of Buenos Aires and Rio de 
Janiero and also at the State Univer- 
sities of Santiago de Chile. His visit 
was such a success that during 1936 
he is to be “guest professor” at the 
University of the Brazilian State of 
Sao Paulo. 

Dr. Manes has been the prime 
mover in the establishment of the 
recently formed Argentine associa- 
tion of Studies of Insurance pat- 
terned after the German Association 
of Insurance Science. It is his pur- 
pose likewise to organize similar asso- 
ciations in Brazil and Chile and even- 
tually promote a union of Latin 
American institutions designed to 
stimulate the study of insurance. Fur- 
ther, his plan includes the creation of 
a publication to be known as the 
latin American Review of Insurance, 
and to set up a comprehensive insur- 
ance library. The Buenos Aires Uni- 
versity Insurance Institute has elect- 
ed him as its first honorary member 
and a like honor has come to him by 
vote of the American Association of 
University Teachers of Insurance. 


N. A. I. A. To Meet In April 


SPRINGTIME IN THE PLEASANT 
SOUTHLAND IS TO BE THE DATE OF 
the next meeting of the National 
Association of Insurance Agents and 
Atlanta, Georgia is the city chosen 
for a gathering some time next April. 
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This was one of the chief matters 
taken up at a recent meeting of the 
Executive Committee. Other topics 
considered were: A bureau for re- 
search on education and publicity for 
stock insurance; interference with 
scales of commission by state insur- 
ance departments with special refer- 
ence to Commissioner Francis J. De- 
Celles’ statement that he favors a 
graduated scale on compensation in 
Massachusetts ; liability insurance for 
motor trucks under the Federal 
Motor Carrier Act and the situation 
in Massachusetts concerning the com- 
pulsory automobile liability insurance 
in that state. 

Consideration was also given to a 
proposed model local board by-law 
for the purpose of securing parity 
between the cost of branch offices 
and the agents’ commission scale 
when company negotiations result in 
no action; the matter of contingent 
commission; automobile insurance 
bought on the time payment plan; 
various aspects of the operations of 
brokers and general agents ; the status 
of agents and brokers under the 
Social Security Act; the Joint Pro- 
ducers Committee of local agents and 
the placing of insurance on the prop- 
erty of closed banks as handled by 
state banking departments. 

Such a group of subjects constitutes 
a large order for any organization to 
dispose of. Undoubtedly the mu- 
tuals would be glad to render any 
assistance they can, and probably 
could be induced to turn over certain 
facts developed in their statistical de- 
partments to the N.A.I.A. Committee 
on Stock Company Research. 


What The Farmers Said 


AT THE INVITATION OF ONE OF THE 
OFFICIALS A VISIT WAS MADE TO THE 
recent national convention of the 
Farmers’ Union at Kankakee, Illinois. 
The main floor of the big armory 
in that town, holding several thou- 
sands, at most of the sessions was 
overflowing with delegates that had 
come from every section of the U. S. 
and the sincerity and vigor of the 
speeches impressed one with the live 
power of the organization. 

Of especial interest to the insur- 
ance world was a resolution unan- 
imously adopted in support of co- 
operative mutual fire and life insur- 
ance. The text said: 

“WHEREAS farmers throughout the 
United States are annually saving millions 
of dollars each year through the operation 
of their cooperative fire and life insurance 
companies, and, 

“WHEREAS, interests hostile to these 


money-saving insurance companies are pro- 
moting the passage of laws in the various 
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State Legislatures detrimental to the suc- 
cessful operation of said companies. 

“THEREFORE, BE IT RESOLVED 
that we place ourselves on record as op- 
posing any legislation or any ruling by 
anyone in official authority that would in 
any way hamper or destroy the usefulness 
of cooperative insurance as used at this 
time by the farmers and citizens of 
America.” 


Urge Revision Of Ohio Laws 


\T THE MID-WINTER SESSION OF 
THE OHIO STATE BAR ASSOCIATION TO 
be held in Toledo on January 17th 
and 18th, plans will be considered 
for a recodification of the insurance 
laws of the State. Invitations have 
been extended to a large number of 
insurance companies to send repre- 
sentatives to discuss revisions which 
will bring up to date many of the 
laws “which have been enacted from 
year to year without systematic study 
or a general plan.” 

The desired outcome is a thorough 
ly modern code of laws covering all 
types of insurance whether stock, mu- 
tual, fraternal or assessment associa- 
tions or companies. Previous efforts 
looking to the same end have failed. 


New Insurance Buyers 


Organization 

IN KANSAS CITY \ GROUP TO BE 
KNOWN AS AN “INSURED MEMBERS’ 
Conference” has been formed under 
the sp msorship of the Associated In- 
dustries of Missouri. Restriction in 
membership is made to insurance 
buying members of the Association 
“not engaged in the business of sell- 
ing insurance.” lor some reason 
stock insurance people have made ob- 
jection to the exclusion of those on 
the selling end, but W. A. Sullivan 
of Loose-Wiles Biscuit Company, 
who is chairman of the Conference 
and H. R. Northrup, director of the 
Insurance and Workmen’s Compen- 
sation Bureau of the Associated In- 
dustries have indicated that the meet- 
ings will be of the closed variety, ex- 
cept when insurance men are invited 
in on special occasions. 

Mr. Northrup in answer to a ques- 
tion gave the quieting assurance that 
“we are not going to change the rela- 
tions of insurance buyer and seller. 
Contrary to some erroneous reports, 
we are neither going to form an in- 
surance company, nor organize to buy 
group insurance. The same rumor 
got abroad when the St. Louis Con- 
ference, a similar organization which 
has been operating successfully three 
months, was formed. 

“Coverage is more important than 
price,” Mr. Northrup continued, “‘and 
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primarily the conference will be de- 
voted to a study of the problems of 
coverage, although classifications and 
rates also will be considered, on fire, 
tornado, workmen’s compensation, 
public liability, property damage, 
credit insurance, products liability 
and all forms of business hazard— 
whether covered by insurance or not.” 

‘A lot of insurance buyers don’t 
know what their policies contain. We 
found a great deal of ignorance in 
buying insurance,” commented Bruce 
l‘orrester, General Box Company, 
who presided at the initial meeting. 

W. A. Sullivan of Loose-Wiles 
Biscuit Company was elected chair- 
man; G. EK. Olmsted, treasurer, City 
Ice Co., vice-chairman, and L. A. 
Meadows, Kansas City district direc- 
tor of Associated Industries, secre- 
tary. Members of the executive com- 
mittee are E. E. Venrick, American 
Asphalt Roofing Corp. ;C. L. Higgins, 
Gustin-Bacon Manufacturing Co.; 
L. P. Douglas, American Dairies, 
Inc.; H. H. McLucas, Cook Paint & 
Varnish Co.; Charles S. Stevenson, 
Hall Brothers, Inc.; G. W. Garrett, 
Stewart Sand & Material Co.; b. R. 
Welsh of Poindexter & Sons Mer- 
chandise Co.; John P. Cooper, Kan- 
sas City Structural Steel, and G. R. 
lyler, Harzteld’s, Inc. 


Good Editorial On 
Restrictions 

That there is in the public mind 
a desire for more reasonable restric- 
tions on the business of insurance, 
and the elimination of many present 
technicalities, is evidenced in the be- 
low quoted editorial that recently 
appeared in the New York Journal 
of Commerce: 

“T he laws of New York State arbitrarily 
divide insurance, other than life, into two 
classes—fire and marine on the one side 
and casualty and surety on the other. The 
laws have been amended many times in 
the course of years to grant companies of 
each class additional powers. Often, such 
additional powers have been unrelated to 
an almost absurd degree, but the division 
wall between the classes of insurance has 
been maintained virtually intact. Possibly 
through an oversight, companies of both 
classes have been authorized to write 
sprinkler leakage and automobile collision 
and property damage insurance. 

“The advent of the automobile created a 
demand for insurance of various kinds to 
protect the owner. Some such protection 
came within the fire classification, and some 
within the casualty. Since no company 
could write both, it became necessary to 
resort to an expensive and clumsy expe- 
dient. Many fire insurance companies or- 
ganized or acquired casualty companies, 
and a few casualty companies secured fire 
running mates, in order to offer a complete 
service to clients. By printing as one piece 
of paper policies of two companies and 
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calling it a ‘joint policy,’ it was possible 
for the two to assume the various hazards 
connected with a single risk. 

“In Europe or Canada, one company 
could have assumed all the risks, but here 
two corporations are necessary, Each must 
maintain its own capital and surplus and its 
own officers and staff. Each must pay 
dues to State insurance departments and 
license fees for agents, even though the 
agents of the two companies are identical 

“Considerable demand exists now for 
single policies which will cover various 
risks, thus reducing the cost and inconven- 
ience to the assured in obtaining needed 
protection. The hazards to which even 
the average householder is exposed are 
numerous, and the business concern needs 
still more kinds of insurance. However, 
because some of these risks are classified 
by law as fire and some as casualty, two 
separate corporations are required to write 
them. 

“Some states now permit One company 
to write both fire and casualty insurance. 
As long as New York retains the ancient 
division, there is little hope for general 
modernization. The premium income in 
this State is so great that nearly every 
important company incorporated else 
where seeks admittance here. Though it 
may have a broad charter conferred by the 
laws of the State where it is domiciled, it 
must, if it would enter New York State, 
forego everywhere all privileges which th« 
New York laws do not grant companics 
incorporated under them.” 


Illinois Agents’ Bill 
Passes Senate 


THE ILLINOIS SENATE HAS PASSED 
THE AGENTS’ AND BROKERS’ LICENS- 
ing bill which was sponsored by the 
State Association of Agents. This 
bill was drafted to replace the agency 
qualification section now in the In- 
surance Code and started on its leg- 
islative journey when the agents be- 
came convinced that the Code had 
no chance of passage. 

A new agents’ and brokers’ licens- 
ing law was made imperative when 
the Supreme Court held that the pres- 
ent law is invalid because it represents 
an unconstitutional delegation of 
powers to the Director of Insurance. 


Contingent Commissions 


Hold Spotlight 


THE PROBLEM OF CONTINGENT 
COMMISSIONS iS TROUBLING STOCK 
executives a good deal, principally 


because of the pressure being exerted 
by agency organizations for some such 
method of rewarding the agent with 
a good loss ratio. The difficulty of 
choosing those agents to whom a con- 
tingent contract will be offered, as 
well as the problem of keeping down 
acquisition cost when higher commis- 
sions are paid on the good business 
and the same commissions continue to 
be paid on the bad business, also leads 





sleepless nights for stock execu 
tives. 
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Record Mutual Old Timer 


THE DISTINCTION OF HAVING HELD 
\ SINGLE JOB IN AN_ INDIVIDUAL 
mutual company for the longest term 
of years is said to belong to W. A. 
Rutledge of Des Moines, Iowa, who 
has been secretary and manager of 
the Farmers Mutual Hail Insurance 
Association of Iowa since March 4, 
1893. 

It is surmised that there are a 
number of other mutual officials who 
approach this record. If so, the 
Journal would like to receive their 
names although doubtless there will 
be none to challenge the supremacy 


of Mr. Rutledge’s period of service. 
eee 
Kemper-Kirkland 
Engagement 
THE ENGAGEMENT IAS BEEN AN- 
NOUNCED OF MISS ELEANOR LOUISE 


Kirkland, daughter of Mr. and Mrs. 
Weymouth Kirkland, to James Scott 
Kemper, Jr., son of Mr. and Mrs. 
James S. Kemper of Winnetka. The 
date for the wedding has not been set 
but the plan is not to wait until the 
graduation of Mr. Kemper from the 
Harvard Law School, which he en- 
tered after receiving his diploma from 
Yale. 

Miss Kirkland was a debutante of 
last season. She attended Vassar for 
two years after having graduated 
from the Girls’ Latin School and this 
year has been attending the Univer- 
sity of Chicago. 


“Social Security’’ Legislation 
and Payroll Taxes 


THE FEDERAL SOCIAL SECURITY ACT, 
WITH ITS SUPPLEMENTARY STATE 
acts, has now in large part gone into 
operation. The [Iederal “Tax on 


Employers of Eight or More” or un- 
employment compensation tax on 
payrolls, went into effect January 1, 


1936, and thus accrues in 1936, al- 
though the tax will not be collected 
until 1937. A further Federal tax 
for old age benefits will also be col- 
lected in 1937, but it does not accrue 
in 1936. The latter tax will be col- 
lected from the employee as well 

the employer. Both Federal taxes 
will be small at the beginning (1% in 
the case of the unemployment com- 
pensation tax and in the case of tax 
for old age benefits 1% on the em- 


ployer and 1% on the employee), but 





each will increase each year for sev- 
eral years. 

Ten states, Alabama, California, 
District of Columbia, Massachusetts, 
New Hampshire, New York, Ore- 
gon, Utah, Washington and Wiscon- 
sin have enacted unemployment “com- 
pensation” or “insurance” acts with 
payroll taxes. Many states have re- 
cently, or in past years, enacted old 
age pension acts, but almost inva- 
riably the taxes to support such pen- 
sions are laid on other than payrolls 
and defrayment is made out of ap- 
propriations from general funds. 
Collection of payroll taxes by the 
states in most instances begins with 
those for January, 1936, returns be- 
ing due in some instances in [eb- 
ruary. 

Exemption is provided for con- 
cerns employing less than eight in the 
Federal act and varying numbers in 
the state acts. No such exemption 
is provided in the District of Co- 
lumbia act. 

While no official pronouncement 
has been made, it is generally con- 
sidered by those making study of the 
various acts, including representa- 
tives of the agents themselves, that 
insurance agents who conduct their 
own business on a commission basis 
and on their own time, with only 
nominal control by the companies, are 
not employees for the purposes of 
the acts but on the contrary are what 
is known as “independent contrac- 
tors.” Officers are “employees” 
where they actually perform services 
for the concern. 


CASUALTY 
NEWS ««« 


Michigan Sues Home 
Indemnity 


ANOTHER OF THE MANY ECHOES OF 
THE FAILURE OF THE SOUTHERN 
Surety Company is now being heard 
in the State of Michigan, where the 
Attorney-General is suing the Home 
Indemnity Company on a $25,000 
bond. After the Southern went to 
the wall and the State tried to collect 
on the bond, the Home Indemnity 
contended that their agreement pro- 
tected only losses which occurred 
after the bond was issued. Thus, a 
large number of claims which had 
previously piled up were eliminated. 
The outcome will be awaited with 
great interest by unfortunate policy- 
holders of the former Southern. 
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Airsurance 
THE LATEST THING IN NEW POL- 
ICIES IN THE CASUALTY FIELD IS ONE 


under which it will be possible for an 
employer to purchase up to $10,000 
insurance for each of several em- 
ployees named in the policy, the rate 
being $1.00 per $1,000 per year. The 
minimum duration is to be one year 
and the minimum premium for any 
one group will be $50.00 to cover five 
or more persons, as designated by the 
employer. Hitherto, insurance against 
airplane accidents for employees and 
executives has been almost prohibi- 
tive in cost. Minute details of the 
new policy have yet to be worked out 
but the enterprise already has shown 
great possibilities of being popular. 
ee @ 


Retrospective Rating Up Again 

A NEW VERSION OF THE RETRO 
SPECTIVE RATING PLAN ORIGINALLY 
proposed a year or two ago is being 
discussed by a group of stock cas- 
ualty company executives. The pro- 
posal is that both a minimum and a 
maximum premium be named and 
the offer would be restricted to risks 
which pay a minimum of $5,000 an- 
nual premium. Instead of these risks 
being charged a flat rate with payroll 
audit adjustments they would be as- 
sessed a lower figure initially (for in- 
stance, $4,000 as an example, with a 
maximum of $7,000) but the final 
cost would not be determined until 
the close of the policy year and would 
be based on the experience during 
that time. 

It is the contention that this would 
leave the way open for the assured 
to demonstrate that his risk is a 
superior one and deserving of a re- 
duced premium. In the same manner 
if the risk developed a bad expe- 
rience, the assured involved would be 
penalized. Thus the old question is 
opened up all over again and if the 
idea is pushed will probably result in 
controversy in many quarters. 

ee ® 


Comp. Raise In Oklahoma 


AN INCREASE OF 22 PER CENT IN 
WORKMEN’S COMPENSATION RATES 
has been granted by the Oklahoma In- 
surance Board, the new rate to be 
distributed over several classifications 
which will each be individually 
treated according to its respective 
needs. [ffective February 15th a 
new schedule is to be prepared by 
Manager I’. F. Lafon of the State 
Compensation Rating Bureau. 

Further, it was ordered that the 
compensation rates applying to class- 
ifications in Oklahoma shall be prom- 
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ulgated on the basis of allowing 
seventy percent of the gross premium 
rates for losses and thirty percent 
for expense. Experience for the 1934 
calendar year it was said, showed 
that 36.8 percent of the present rate 
was ample to cover expenses of op- 
eration and the Board considered that 
therefore thirty percent of the new 
rate should be enough for that pur- 
pose. 

Also it was recommended that the 
Oklahoma Compensation Bureau un- 
dertake to make payroll audits for the 
companies on the theory that this pro- 
cedure would produce more net 
premiums at less expense than the 
method now used. A service bureau 
was urged to consolidate the claims, 
inspection and audit activities neces- 
sary in Oklahoma. It is intended that 
the new rates shall apply generally 
to all carriers writing the classes of 
insurance affected in the state. 

ee @ 


Uncover Motor Club Fraud 
In New York 


SEVEN PERSONS WERE ARRESTED IN 
NEW YORK CITY AS LEADERS OF A 
fake automobile club racket which 
had swindled more than 100,000 New 
York State motorists of more than 
$2,000,000 during the last three years, 
according to an announcement by At- 
torney-General John J. Bennett, Jr. 
Eleven others, under indictment in 
the wholesale swindle, are being 
sought by police. 

Victims paid dues amounting to 
$19.50 a year or $38.50 for two years. 
Salesmen promised them all-inclusive 
insurance, reduced rates at garages 
all over the United States and Can- 
ada, and other advantages. The vic- 
tims, from all walks of life, received 
nothing for their money but promises 
and when they complained they were 
told they had misunderstood the 
salesman. 

The bogus companies, Bennett said, 
were the United States Motorists 
Association and the American Auto- 
mobile Service League. Both were 
organized by Jack Pearlman, manned 
by the same staff and used the same 
offices. 

A group of three gangsters dis- 
covered the easy-money racket in 
1934 and “muscled-in” on Pearlman. 
They told him that they were taking 
over the business, moving into his 
office and appropriating the bank ac- 
counts of the sham motor club. Pearl- 
man was given $25.00 a week and 
allowed to remain as office manager, 
with a gangster assistant office man- 
ager assigned to watch him. 

The investigation by the Attorney- 
General’s office was made at the re- 
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quest of the State Insurance Depart- 
ment and the American Automobile 
\ssociation. More than 500 victims 
of the swindle were interviewed, in 
all parts of the State. Extensive in- 
vestigation was made of the garage 
affiliations claimed by the fake Club 
and it was discovered that they had 
none, 
ee °e@ 


All American Insurance 
For Navy Vessels 


SECRETARY OF THE NAVY SWANSON 
HAS ANNOUNCED THAT BEGINNING 
on January Ist all shipbuilders’ risk 
insurance on vessels of the American 
Navy which are being constructed in 
private shipyards must be written ex- 
clusively by American insurance com- 
panies. 

Commenting on the order, the Sec- 
retary said: “Ten years ago 90% of 
the builders’ risk insurance on Amer- 
ican naval vessels under construction 
was written by foreign insurance 
companies. Today about 30% is car- 
ried in foreign firms and 70% in 
domestic insurance companies.” 


Helps For The Safety 
Campaign 

\MONG THE ACTIVITIES OF VARIOUS 
ORGANIZATIONS IN SUPPORT OF THE 
idea of accident prevention, there are 
two notable examples in the literature 
issued by the Liberty Mutual of Bos- 
ton and the Lumbermens Mutual 
Casualty of Chicago. 

The Lumbermens has devised a 
unique method of calling attention to 
automobile drivers that speed is dan- 
To emphasize this thought a 
‘NOT OVER 50 CLUB” has been formed. 
The club creed which those joining 
are asked to sign is as follows: 


gerous. 


“As a member of the Nor over 50 CLUB 
| shall do my best to save lives by: 

1. Driving at a safe speed at all times 

. . 40, 45, but not over 50 miles an 
hour on the open road. 

2. Knowing and observing the traffic laws 
of my city and state. 

3. Reducing my speed in bad weather, at 
night, in congested areas and where 
road conditions warrant. 

4. Observing the right of way and driv- 
ing on the right side of the road. 

5. Using hand signals when turning or 
stopping. 

6. Passing other cars only on straight, 

level stretches when I have ample 

room. 

Never “jumping” the light. 

Watching out for children. 

Always remembering that drinking and 

driving do not mix and that a slow re- 

action due to one or two drinks may 
mean someone’s death. 

10. Being courteous to the other fellow.” 
Each member is then supplied with 

a sticker in the form of a red arrow 


=e <i | 


JOURNAL OF AMERICAN TNSUKANCE 


to be pasted on the face of his 
speedometer pointing toward the 50 
mark. The company reports large 
numbers signing up and using the 
arrow device. 

The Liberty has an attractive book- 
let which has run into three large edi- 
tions and is entitled “Yesterday They 
Were Alive—.” There is a foreword 
by Bruce Barton and the table of con- 
tents includes a number of very effec- 
tively written stories of distressing in- 
cidents having to do with death in 
automobile accidents. Scattered 
throughout are neatly expressed 
preachments on safety and the net ef- 
fect is a valuable compilation of argu- 
ments for the rule of reason in driv- 
ing. 


eee 
Study Silicosis In 
Massachusetts 
INSURANCE COMPANIES, TUBERCU- 
LOSIS ASSOCIATIONS, ORGANIZATIONS 


and employers’ groups have combined 
with a Federal \W.P.A. project for an 
intensive study of dust control in the 
granite industry. The research will 
center around Quincy, Massachusetts 
where there is an extensive granite 
center. 

It is asserted silicosis has brought 
about some acute situations in New 
England. It has resulted in very 
heavy increases in the compensation 
rate in the granite industry and in- 
ability to secure coverage during the 
past few years has severely handi- 
capped the employers. The Massa- 
chusetts’ Federation of Labor pre- 
sented to Dr. Alice Hamilton, in 
charge of the Division of Industrial 
the United States De- 
partment of Labor, a plan whereby 
ederal funds might be used to save 
lives of granite cutters by installation 
of dust control machinery. 


Poisons of 


ee ese 
1935 Auto Deaths Near Peak 
DEATHS FROM \UTOMOBILE ACCI- 


DENTS IN THE UNITED STATES DURING 
1935 have numbered approximately 
36,000, about the same as in 1934, 
according to a preliminary summary 
of the year’s experience compiled by 
the Travelers Insurance Company. 
Close to 16,000 pedestrians lost their 
lives in automobile accidents and 
more than 9,000 persons were killed 
in collisions between cars. The rate 
of deaths per accident has increased 
nearly 7 per cent, which indicates a 
reduction in the number of accidents 
and an increase in severity. 

Driving errors were involved in 
two-thirds of the 828,000 automobile 





accidents reported. Almost 24,000 
of the total deaths resulted from ac- 
cidents involving careless actions of 
operators. 

Although 23 per cent of the acci- 
dents assigned to driving errors were 
due to “exceeding the speed limit,” 
deaths from this cause amounted to 
31 per cent of all fatalities resulting 
from improper motoring practices. 
More than 7,300 persons were killed 
during the year in accidents in which 
operators exceeded the speed limit, 
and 7,400 were killed in accidents in 
which operators drove on the wrong 
side of the road and failed to grant 
the right of way. Nearly 3,500 per- 
sons met death when cars went off the 
roadway and 3,100 were killed in ac- 
cidents involving reckless driving. 

More than 250,000 pedestrians 
were hit by cars during the year. Ap- 
proximately 76,000 were struck while 
crossing streets at intersections and 
66,000 were struck while crossing 
streets in the middle of the block. 
Thirty thousand were injured, 1,100 
of them fatally, when they darted out 
into streets from behind parked vehi- 
cles, and 14,000 were involved in ac- 
cidents while walking along rural 
highways, 3,000 of whom were killed. 
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Companies Discuss Truck Pool 


IT IS REPORTED THAT A NUMBER OF 
STOCK COMPANIES ARE GIVING CARE- 
ful attention to the suggested forma- 
tion of a pooling arrangement of 
granting coverage to long-haul truck- 
ing concerns. Insurance is now re- 
quired of trucking corporations and 
individuals by a growing number of 
states and presumably will be obliga- 
tory for interstate carriers under the 
provisions of the Federal Motor Car- 
rier Act which became operative 
October Ist. If some means of car- 
rying this coverage with private car- 
riers is not provided, it is felt that 
state funds may be created. 

A committee consisting of rep- 
resentatives of mutual casualty com- 
panies including the American of 
Boston, Liberty of Boston, Hard- 
ware of Stevens Point, Lumbermens 
of Chicago, Employers of Wisconsin 
and the Michigan Mutual of Detroit, 
met with the Bureau of Motor Car- 
riers of the Interstate Commerce 
Commission in December and con- 
sidered the problem of safety regula- 
tions and insurability of risks. 

There are 300,000 to 400,000 
trucks and close to 700 buses now 
under supervision of the Bureau. In 
justification of opposition to the long- 
haul trucking risks it was pointed out 

(Continued on Page 22) 
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T IS a singular circumstance that 
in a country professing a decided 
desire for fewer and lower taxes, 

fewer and simpler laws together with 
a maximum measure of personal lib- 
erty, there is a continual increase in 
the amount and complexity of both 
taxes and laws with an apparent and 
corresponding decrease in personal 
freedom of action. 

Perhaps the answer is that in all 
democratic forms of government the 
spirit is willing but the flesh weak. 
We desire lower taxes in general, but 
not in particular. The industrialist 
wanted lower processing taxes but 
not lower import duties. The farmer 
wanted lower tariffs but not lower 
processing taxes. The wealthy would 
like to swap the income and inherit- 
ance taxes for general sales taxes 
but the American Federation of [La- 
bor strongly objects to any move in 
that direction. In general we would 
like fewer laws, but, in particular we 
would like to eliminate only those 
which restrict our personal advantage 
and keep all those which protect us 
from others. So we not only keep 
all our laws but continually add 
more. 

In the last Congress 
more laws were added among which 
was a new 1935 addition to our bank 
ing code. The Banking Act of 1935 
adds one more permanent tax to the 
list carried by the banking fraternity ; 
it also takes away some of the bank 
ers’ personal liberty. Yet it will 
probably continue as the law of the 
land since those whom it is designed 
to protect and help include a much 
wider circle of interests than those 
whom it restricts. 


session of 


Broadly speaking the Banking Act 
of 1935 does not radically change the 
banking structure of this country. Its 
general effect is to give to the Federal 
Reserve Board (1) greater and more 
incisive control over the credit struc 
ture of this country, and (2) a great 
er measure of freedom from private 
and political influence. 


Complexion of the New Board 
T PRESENT the [Federal Re 
serve System is headed by a 

board of eight members, six ap- 

pointed by the President at a salary 
of $12,000 for terms of 12 years 


each with two ex officio members— 
the Secretary of the Treasury and 
the Controller of the Currency. As 
reconstructed under the new act, and 
to go into force in February, seven 
members will constitute the Board 
all appointed by the President with 
the consent of the Senate. The Board 
is thus reduced in number from eight 
to seven and the two ex officio mem- 
bers dropped. The term of office of 
the new board members is 14 years 
with one appointment expiring each 
two years. Having served a full term 
of 14 years, members will not be 
eligible for re-appointment. The 
salary of the members is raised to 
$15,000. The new Board is headed 
by a Chairman appointed by the 
President for a term of four years. 

All of these changes are designed 
to give to the new “Board of Gov- 
ernors of the lederal Reserve Sys 
tem” a more complete freedom of 
action than they have enjoyed in the 
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past. They should be public servants 
and not political servants. Dropping 
the ex officio members who are clear- 
ly administrative men is the most im- 
portant change made and is generally 
recognized as being a wise one. A 
longer tenure extending into three 
administrations with the possibility of 
appointing only two new members 
each four years likewise tends to 
minimize purely political action. 
Similar in purpose are the increase 
in salaries to attract able non-political 
men and the non-eligibility rule for 
a second term. 

The weakest spot on the immediate 
horizon is the fact that the President 
is to appoint the entire Board at its 
inception early in February. This was 
unavoidable under the circumstances. 
However, it would be a most unwise 
move politically for the President in 
the face of an on-coming election to 
include any marked amount of politi 
cal color in his appointments or for 
the Senate to confirm appointments 
of this type. 
reason to 


There is in fact every 
that the initial 
Board will be composed in the main 
of men of wide experience in finan 
cial and business affairs and capable 
of acting in the interest of the public. 


believe 


——— ee 
en arnannrs 


eZ 
mi 





The Capitol at Washington During a Night Session of Congress 
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The Weapons of Credit Control 


HE principal devices available to 
the Board in controlling the sup 
ply of credit are: 

(1) Changes in discount rates 

(2) Changes in reserve requirements 
(3) Open market operations) 

\s the act stood before the present 
amendments were passed the Board 
was unduly limited in its use of each 
of these means. This statement is of 
course based on the assumption that 
had the Board been given more 
power it would have used it wisely. 


Discount Rates 

N THE matter of discount policy 
I the new law provides that at lea.t 
every 14 days, and oftener if the 
Board so rules, each of the twelve 
banks must submit to the 
oard the rates it proposes to es 
tablish for its district. To become 
effective these rates must be approved 
by the Board. Thus the Board is 
given a current and continuing power 
of review over the rate policies of 
the Reserve banks. In the past the 
Board from time to time dictated dis 
count policies but it was never a 
settled point that it had the legal au- 
thority to do so. 


Reserve 


This power may be of increasing 
importance in the future in view of 
the widened scope of Reserve banks’ 
lending powers to member banks un 
der the new act. Each Reserve bank 
is granted the right to make advances 
not only on netes secured by Gov 
ernment obligations and on eligible 
commercial paper at the prescribed 
rates but also on notes “which are 
secured to the satisfaction of such 
l‘ederal Reserve bank” if a rate at 
least one-half of one per cent higher 
is charged. The intent of this provi 
sion is to increase the scope of per 
missible borrowing by member banks 
on sound though not necessarily 
liquid assets in times of extreme 
need. In the absence of control 
by the Board, however, this privilege 
might easily be abused in periods of 
expanding activity in which con- 
tinually larger quantities of credit 
are demanded. 

This matter is of importance too 
in connection with the provisions re- 
lating to real estate loans. Under the 
new act member bank loans may be 
made up to 60 per cent of the value 
of the property instead of 50 and for 
a maximum period of 10 years if 
amortized to the extent of 40 per 
cent during their life. The volume 
of such loans is also liberalized from 


(1) In addition to these three devices, mention 
should also be made of the pone granted to the 
Board under the Securities Exchange Act of 1934 


to limit the use of credit in security speculation 
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50 per cent of time and savings de- 
posits to 60 per cent. While these 
changes in the law are defensible on 
the ground that the assets of com- 
mercial banks can no longer be placed 
in short term commercial paper (the 
volume now being less than 10 per 
cent of total loans and investments of 
member banks), they raise the ques- 
tion of the extent to which member 
banks will be allowed in the future 
to place their funds in long term 
bonds and mortgages which may ap- 
pear sound but which are certainly 
not liquid. 
ee @ @ 


Reserve Requirements 


DDITIONAL control over the 

credit structure is granted the 
Board in the matter of regulating re- 
serve requirements of member banks. 
Under temporary measures passed in 
1932 and 1933, the Board could in 
a declared emergency and with the 
consent of the President either ad- 
vance or lower reserve rquirements. 
The new law permits the Board, by 
an affirmative vote of at least four 
members, to advance reserve require- 
ments to a maximum of twice that 
prescribed by law. The effect of this 
provision is to take the matter of 
changing reserve requirements out of 
the emergency status and make of it 
a permanent weapon of credit con- 
trol. J.egal reserves average about 
10 per cent of deposits. By raising 
these to a maximum of 20 per cent, 
the credit expanding powers of mem- 
ber banks is greatly reduced. Theo- 
retically, at least, such a move would 
lower the outside limit of credit ex- 
pansion to 50 per cent of its former 
level. In the process of credit ex- 
pansion banks make loans to custom- 
ers who in turn deposit the credit 
thus obtained with the banks. As 
loans grow so also do deposits. This 
increasing of loans and deposits can 
continue to the maximum permitted 
by the legal reserve requirements. 
With a 10 per cent legal reserve re- 
(uirement, deposits (and hence loans) 
could expand to ten times the actual 
reserves of the bank; with a 20 per 
cent legal reserve requirement an 
expansion of only five times actual 
reserves would be possible. Within 
the limits permitted the Board is thus 
armed with a weapon of great force 
in periods of undue demand _ for 
credit. Assuming they have used 
this power in a period of expanding 
business activity they can then lower 
reserve requirements in a period of 
declining activity to correspondingly 
increase the supply of available 
credit. 





Open Market Operations 


URING the past 15 years the 

Federal Reserve Board has 
learned much about the possibilities 
of credit control through open market 
operations. Buying Government 
bonds from banks places Federal Re- 
serve notes in the hands of these 
banks where formerly they held 
bonds. This is a credit easing proc- 
ess. By reversing it, money is re- 
placed with bonds in member banks’ 
hands which tightens credit. 

The new act places the policy di- 
recting work of these operations in 
the hands of a Federal Open Market 
Committee consisting of the seven 
soard members and five members 
representing the Reserve _ banks. 
Where formerly open market policy 
was formulated mainly by the Re- 
serve banks who lacked the power of 
compelling each Reserve bank to 
carry out its orders, now control of 
open market policy is placed in the 
hands of the Board and each of the 
12 Reserve banks is required to par- 
ticipate in its execution. 

Another important amendment 
provides that purchases and sales of 
United States Government obligations 
must be made in the open market. 
This provision is designed to prevent 
direct sales of bonds by the Treasury 
to the Reserve banks, a “bucketing” 
process which fails to give full 
market force to either the fiscal op- 
erations of the Government or the 
open market operations of the Re- 
serve banks. Obviously, too, this pro- 
vision is an additional safeguard 
against Treasury domination of 
Board policy. 
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Additional Features of the Act 


HE principal features of the 

Banking Act of 1935 which have 
just been summarized are found in 
Title II of the Act. Certain addi- 
tional changes are included which 
collectively have considerable im- 
portance in ironing out technical and 
administrative difficulties but which 
do not warrant extended considera- 
tion here. Under Title I the Federal 
deposit insurance system is given 
permanent form.@) Elsewhere in the 
act provision is made for the ap- 
pointment of a president of each of 
the 12 Reserve banks as the bank’s 
chief executive which appointment 
requires the approval of the Federal 
Reserve Board thus assuring to the 
Board a larger measure of co-opera- 
tion by each Reserve bank. 


State banks which in 1941 or any 
vear thereafter have deposits amount- 


(2) For an analysis of this act in its initial form 
ee article by the author in this Journal, November, 
1934. 
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ing to $1,000,000 or more are re- 
quired to become members of the 
Federal Reserve System if they de- 
sire to continue as members of the 
Federal deposit insurance. plan. 
Doubtless the effect of this provision 
will be to place all except small state 
banks in the system by 1942. The 
small state banks will, however, con- 
tinue to be regulated by Federal au- 
thority to some extent as long as they 
continue members of the deposit in- 
surance plan. 


A Public Banking System 

N THEORY at least the effect of 

the changes in the new banking 
act is to make the Federal Reserve 
3oard more nearly a public adminis 
trator of credit. The act does not cre- 
ate a central bank, as some feared, if 
by a central bank is meant one whose 
policy is dictated by the Government. 
In fact the Government’s powers over 
the Board have been definitely de- 
creased rather than increased. In 
addition the measure of control over 
the Board by private banking inter- 
ests has been considerably decreased 
so that as now constituted the Board 
is in a position to exercise greater 
freedom of action for thé public good 
than ever before. 

Furthermore the weapons for such 
action have been improved. In addi- 
tion to broadened powers through 
open market operations, discount rates 
and reserve requirements, tlie Board 
has through the Securities Exchange 
Act of 1934 wide powers over the 
use of credit for stock speculation. 
Armed with these weapons of credit 
control, together with a new and en 
larged grant of independent power, 
what policy of action may be ex- 
pected from the Board in the future ? 


The Outlook Uncertain 
N FRAMING the Federal Reserve 
Act in 1913 the legislators had in 

mind a means of expanding and con- 
tracting the supply of credit to meet 
the changing seasonal and cyclical de 
mands of commerce and agriculture. 
If the movement of goods required 
additional credit it should be possible 
to supply it. As demand fell off 
these short time loans would be paid 
off and the volume of outstanding 
credit decline. The problem was one 
of commercial credit to meet com- 
mercial needs. 

However, as time passed, condi 
tions changed. Particularly in the 
late twenties, but to some extent in 
the early twenties, the larger corpora 
tions increased their working capital 
to decrease correspondingly _ their 
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need for short time credit from 
banks. As far back as 1929 not 
more than 13 per cent of the loanable 
funds of commercial banks were rep- 
resented by commercial and indus- 
trial loans. In the meantime savings 
deposits of these banks had increased 
from one billion dollars to ten billion 
dollars. To an increasing extent these 
funds, together with surplus demand 
deposits, found an outlet directly and 
indirectly in security and real estate 
loans and investments. 

These were problems faced by the 
Board prior to the crash in the fall 
of 1929 and prior to the bank holiday 
in the spring of 1933. They are prob- 
lems which the Board still faces. 
Credit control today is not the simple 
matter of meeting seasonal demands 
of commerce. Credit is demanded 
by the construction industries, by 
agriculture, by the security markets 
as well as by commerce. Only a 
small fraction promises to be self- 
liquidating in the old sense of 90-day 
commercial paper. The remainder is 
rendered to some extent shiftable to 
the Federal Reserve Banks. Member 
banks will undoubtedly rely more 
and more in the future upon this 
right to shift their assets to Reserve 
banks. To prevent abuse of this 
privilege the Board is armed with 
devices which it can use to prevent 
member banks assuming what ap 
pears to be too large a credit load. 

Moving along these lines exten- 
sions of bank credit in the future 
may well be on the basis of “sound”’ 
assets, albeit not liquid assets. The 
problem of credit then turns upon 
adequate means of assuring sound 
assets. Perhaps a sound asset is one 
which has some broad and funda- 
mental usefulness to society, but 
which may not command an imme- 
diate market at full value at all times. 
Such an asset is a mortgage, or bond, 
maturing some years hence. The 
promise of the borrower, together 
with the real estate or other property 
supporting these claims, might well 
be considered sound assets. 
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UT for one major problem they 

might well be made the basis 
of credit extension by commercial 
banks. That problem is the uncer- 
tainty of the general level of prices. 
Sound assets to be realized upon over 
an extended period of time must not 
only have physical worthiness; they 
must also be value worthy. General 
declines in values such as occurred 
between 1929 and 1933 impair all 
sound assets, at least as a basis of 
credit. General advances in any large 
category of prices such as occurred 
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from 1925 to 1929 in security values 
are almost certain in time to under- 
mine the credit structure. 

The Federal Reserve Board has 
not been unmindful of this fact in 
the past. It is very aware of the 
problems it may create in the future. 
In brief if credit extensions are to 
be made over much wider areas than 
mere commercial credit and at the 
same time be kept under control, 
definite effort will need to be made to 
control those factors which cause 
broad changes in the general level of 
prices. This is a large order for any 
controlling body however penetrating 
its insight and however free it may 
be from private or political influence. 

Whether the new Board that is 
about to come into office will take 
up this larger responsibility remains 
to be seen. It is altogether likely that 
the present head of the Board will be 
the Chairman of the new Board. His 
personal view is that the Board 
should do all it can through credit 
means to insure price and business 
stability. To quote from one of sev- 
eral sources: 

“For the somewhat indefinite phrase of 
‘accommodating agriculture, commerce and 
industry’ I would suggest the substitution 
[in the Federal Reserve Act] of a definite 
mandate that the Federal Reserve System 
shall exert such powers as it has toward 
promoting business stability and moderat- 
ing fluctuations in production, employment, 
and prices, in so far as that can be ac- 
complished within the scope of monetary 
action and credit administration.” 

—from Senate Hearings on The Banking 
Act of 1935, p. 290. 

The new act as passed does not in- 
clude a mandate requiring the Board 
to assume this larger responsibility. 
But the act is sufficiently broad to 
permit the Board to try its hand if it 
so chooses. Assuming the present 
Governor to be the head of the new 
Board and assuming other presiden- 
tial appointees to hold similar views, 
it is to be expected that Board policy, 
at least during the next few years. 
will be the broader one of attempting 
to stabilize the uncertainties of bus 
iness activity and prices. If this 
course is followed the Board will 
probably be the most important me- 
dium in this country in the establish- 
ment of what is popularly called a 
planned national economy. 
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Massachusetts Automobile 


Insurance 
THE GENERAL DISPOSITION OF THE 
CASUALTY COMPANIES IS TO ADJUST 


their business to the Gallagher deci 
sion of the Massachusetts Supreme 
Court, which widens the definition of 
gross negligence in connection with 
the guest laws in automobile policies. 
The companies are to continue to 
write the business practically on the 
saine basis as it was written last year, 
but there will be a determined effort 
to weed out undesirables, and to im- 
press on insureds the necessity of 
keeping the accidents down. 


It is proposed that the companies 
may stipulate that the rate of $3.25 
will be charged for this feature of the 
policy on the statutory form and that 
the $1.00 extra for extra territorial 
will cover only the hazards included 
before the Gallagher decision; that 
is, gross negligence in cases of per 
sonal injury and simple negligence in 
cases of fatality. .\lso a rider may be 
attached to cover the hazard devel 
oped by the decision at a rate which 
is to be worked out and presented to 
Commissioner De Celles for his ap 
proval. 

\s indicating the widespread in 
terest in this matter, it is notable that 
at a recent meeting of two committees 
to represent mutual 
panies, the following were present: 
T. J. Falvey, president of the Mass 
achusetts Bonding, as chairman: [. 
C. Stone, of the Employers’ Liability 
Co.: Jesse W. Randall, vice president 
of the Clifford I}. 
\lorcom, vice president of the \etna;: 
Joseph Ir. Mathai, vice president of 


stock and com 


‘Travelers; 


U.S. F.& G.; Charles E. Ward, of 
the Preferred Accident, and J. I. 
Cillet, manager of the compensation, 


liability. and automobile department 
of the Maryland Casualty. The mu 
tual committee was composed of Vice 
President W. D. Riddell of the Lum 


hermens’ Mutual Casualty: Herbert 
Yount, vice president, the Liberty 
Mutual; Harold Ginsberg, actuary, 
the American Mutual; Hf]. Ml. Ward 


well, Jr., the Utica Mutual; George 
\l. Williamson, vice president Mer 
chants Mutual Casualty; I. R. Lliggs, 
resident manager of the Hardware 
\lutual and H. \W. Anderson, pres 
ident of the Factory Mutual of Prov 
idence. 

The commissioner proposed that a 
bill be introduced in the legislature at 
the earliest possible opportunity with 


an urgency clause inserted to provide 
for quick action in 
present law to nullify the effect of 
the decision. An 


amending the 


indirect result will 
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probably be an insistence on prompter 
payment of premiums on compulsory 
auto liability insurance in 1936. 


Wisconsin Law Looks 
Toward Compulsory 
Auto Insurance 


\ NEW WISCONSIN LAW THAT 
WENT INTO EFFECT ON NOVEMBER 23 
provides that a person involved in an 
auto accident cannot drive a car if a 
judgment is entered against him as a 
result of a court action for damages 
until the judgment has been satisfied. 
The sponsors of the bill contend that 
this puts compulsory automobile in- 
surance on the right kind of a basis, 
without any fancy stipulations. 


Wisconsin Supreme Court 


Severely Criticises And/Or 


\N ITEM OF LEGAL NEWS NOW 
GOING THE ROUNDS OF THE PRESS AND 
receiving popular approval concerns a 
decision of Justice Fowler of the 
Supreme Court of the State of Wis- 
consin in which the phrase “and/or” 
comes in for a vigorous panning. In 
deciding the case the court held that 
the case the court held that the 
“and/or” device was patently am- 
biguous and that it was constrained to 
hold against the party responsible for 
its use. The court took occasion to de- 
nounce the use of “and/or” in the 
most acid and bitterly sarcastic terms 
at its command, thereby adding an- 
other chapter to the growing volume 
of judicial literature calculated to 
reprimand all those legal draftsmen 
who are given to using “and/or.” 

The case involved an action by the 
I-mployers’ Mutual ,Liability, as the 
compensation insurance carrier, to be 
subrogated to the injured workman’s 
rights under an auto truck liability 
policy written by the Standard Acci- 
dent Ins. Co. The latter company de- 
fended the action on the ground that 
the injured person was excluded from 
coverage under its policy. Whether 
the injured person was excluded or 
not under the standard accident com- 
pany’s policy depended on the con- 
struction to be given “and/or.” It 
was held that there was no exclusion, 
thus deciding for the Employers’ 
\lutual contention. Excerpts from the 
opinion of the court follow: 

“It is manifest that we are con- 
fronted with the task of first constru- 
ing ‘and/or,’ that befuddling, name- 
less thing, that Janus-faced verbal 
monstrosity, neither word nor phrase, 
the child of a brain of some one too 


lazy or too dull to express his precise 
meaning, or too dull to know what he 
did mean, now commonly used by 
lawyers in drafting legal documents, 
through carelessness or ignorance or 
as a cunning device to conceal rather 
than express meaning with view to 
furthering the interest of their clients. 
We have even observed the ‘thing’ 
in statutes, in the opinions of courts, 
and in statements in briefs of counsel, 
some learned and some not. 

“* * * This gives to ‘and/or’ all 
its implications. It renders somewhat 
inexact our reference to the ‘verbal 
monstrosity’ as ‘Janus-faced,’ for it 
imputes to it more than two faces, 
but the appellation may stand for 
want of one better fitting. The ‘thing’ 
is reasonably subject to that interpre- 
tation. If it is also subject to the in- 
terpretation contended for by the re- 
spondents, it is ambiguous, and by 
familiar rule, ambiguities in insurance 
policies are construed most favorably 
to the insured. If the construction 
given differs from the meaning ac- 
tually entertained and intended to be 
conveyed by the company when it is- 
sued its policy, the company has only 
itself or its draftsman to blame, and 
it is justly penalized for attempting to 
express—or perhaps to conceal—the 
meaning intended by the use of a 
mere mark upon paper.” 
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Congressional Committee 
To Study Silicosis 


DEATHS FROM SILICOSIS, REPORTED 
TO HAVE OCCURRED DURING THE TUN- 
nel construction in connection with 
the Gauley bridge in West Virginia, 
will be the subject of an investigation 
if proposed plans of the House Labor 
Committee go through. Representa- 
tive Marcantonio (Rep., N. Y.) has 
introduced a measure, authorizing a 
Labor Department inquiry and a sub- 
committee was named to hold hear- 
ings on the bill. 4 

In the preamble of the Marcantonio 
resolution, it is recited that 476 tunnel 
workers employed by the Rinehart & 
Dennis Company, contractors for the 
new Kanawha Power Company. 
Union Carbide & Carbon Company 
subsidiary, “have from time to time 
died from silicosis contracted while 
employed in digging out a tunnel at 
Gauley Bridge, West Virginia.” 

It is added that 1500 more are af- 
flicted with the disease contracted in 
the same manner. 

Representative Griswold (Dem., 
Ind.) has been named chairman of 
the Labor Sub-committee. 
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UNIVERSITY TEACHERS DISCUSS 
INSURANCE COURSES 


N few places is argument so well 

presented and controversy so 

good natured, and yet positively 
stated, as at the meetings of the 
American Association of University 
Teachers of Insurance. Recently 
the group met at the Commodore 
Hotel in New York City in connec- 
tion with gatherings of other organ 
izations having to do with educa- 


tional, statistical and __ sociological 
problems. All in all the attendance 


at the various meetings kept most of 
the major hotels of the eastern 
metropolis busy for the week between 
Christmas and New Year’s. To the 
student of trends of current thought 
the programs offered opportunities of 
such variety as to confuse the most 
efficient scholar in the matter of 
choice as to which was most im- 
portant. The Insurance Teachers’ 
schedule of discussion alone was 
enough to engage attention not only 
for the duration of the sessions, but 
to ponder on for months to come. The 
central theme was a consideration of 
the best curriculum and methods for 
teaching insurance in universities. 
This developed a definite division of 
opinion over the comparative value of 
teaching principles of insurance, as 
such, as contrasted with the idea of 
introducing practical and specialized 
insurance problems into the courses. 


J. LOMAN, Professor of In- 
H. surance, Wharton School of 
Commerce and Finance, took a stand 
for broad training in fundamentals, 
as may be seen in the following quo- 
tations: 

“In outlining a program of study for 
students specializing in Insurance he made 
the following assumptions : 

“I. The course consists of collegiat 
training at the degree level. 

“2. It is undertaken in a school of com 
merce or business administration. 

“3. That the program is not for training 
of actuaries. 

“4. That the work is fitted into a four 
year undergraduate course or a two year 
graduate course. 

“5. A substantial number of students 
majoring in insurance.” 

Kk KK 

“In the foregoing assumptions,” he con- 
tinued, “I have given some hint of the ob- 
jectives of the course of study I am about 
to propose. Inasmuch as these objectives 
to a large extent influence my selection of 
‘ourses I think my attitude on this ques- 
tion should be more definitely known. 
Fspecially is this so on account of the 
diversity of opinion on this point. And 
parenthetically I may say these differences 


are not confined to insurance but permeate 
the whole field of teaching business ad- 
ministration courses. Are we trying to 
train men well grounded in the entire field 
of business, men who understand the prin- 
ciples of business administration, men who 
understand the interrelationship of the va- 
rious parts of our economic structure, who 
have high ethical and social concepts, a 
professional attitude toward their work, 
men who are leaders of thought in their 
chosen field or are we training insurance 
technicians? Personally I am inclined to 
the view that a comprehensive training is 
infinitely more valuable than narrow spe- 
cialization and unqualifiedly subscribe to 
the idea that we should not attempt to turn 
out mere insurance technicians but persons 
trained in the fundamentals of all business. 


“The latter method not only produces 
men with broader vision and capacities but 
it also avoids two dangers, namely, (1) 
that a student will spend his time in study- 
ing routine operations which can be learned 
better in practice, or (2) that he will 
specialize intensively and extensively in 
one thing and later find that his life’s work 
is in something else. We all know from 
experience that there is a high degree of 
probability that a graduate of a school of 
business administration will not follow his 
college major as his vocation.” 

* KOR 


“In this connection it might be remarked 
that much has heen said and written to 
the effect that the purpose of a college 
education is to train for leadership. This 
ideal is excellent but certainly it should 
not be the sole objective of business admin- 
istration courses. We may as well be 
realists and recognize that not all of our 
graduates are going to be executives, many 
do not possess the necessary qualities to be 
moulders of thought and in any event they 
are not likely to he either for some con 
siderable time after graduation. There 
fore we should give them a training which 
will enable them to render service of a 
professional character and pursue the paths 
which lead to important managerial and 
executive positions as well as to intellicent 
influence in civic and business affairs.” 

He then proceeded to outline a 
four year course devoted to a solid 
program of study embracing a range 
of subjects from English composition 
to political science, commercial law, 
accounting, finance, and kindred items 
together with the various divisions of 
insurance. 


PAPER prepared by Professor 

\. H. Mowbray of the Univer- 

sity of California was read by Dr. 

David A. McCahan of the Wharton 

School, who performed the assign- 

ment with vigor, despite the fact he 

disagreed with some of the author’s 

conclusions. 

The paper dealt with a suggested 

general course for those not special- 
izing in insurance. 
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It was suggested that there be 
presented first a picture of _the eco- 
nomic burden imposed by risk and 
with it evidence of the stability of 
mass phenomena, leading to the con- 
clusion that Ahe insurance contract 
should be a contract for the transfer 
of an individual’s risk in order that 
it may be combined with others and 
eliminated as riskKJ .\ review of con- 
tracts in various fields of insurance 
should follow and will confirm. the 
conclusion. Facilities for furnishing 
the public with insurance service next 
was considered, setting out the essen- 
tial characteristics of several types 
of carriers and other features of the 
insurance market. Since the public 
cannot fairly understand or appraise 
the practices of the carriers without a 
realization of their problems it is 
suggested that these next be pre 
sented as they appear common to all 
branches of insurance rather than in 
detail for any one. Following this 
it is proposed to consider the relation 
of the state to insurance primarily 
in supervision of private insurance, 
but the students should be made 
aware of social insurance and of the 
lack of essential conflict with private 
insurance. 

l‘urther there was outlined a course 
primarily of lectures and readings 
from an assigned text but it was 
pointed out that the same content 
and arrangement could be followed 
if the class is small enough to be on 
a discussion basis. 

Significant paragraphs in l’rof. 
Mowbray’s paper were: 

“It would appear that in planning the 
course we should have in mind the aims 
of the students in taking it and, so far as 
possible, adapt it to meet them. The aim 
of the students from the college of com 
merce “would presumably be to prepar: 
themselves to deal intelligently with the 
insurance problems arising in whatever 
business they might make their life work, 
though not to deal especially with them as 
distinguished from the other problems of 
business. The students from the liberal 
arts college majoring in economics might 
presumably be preparing for any one of a 
number of careers, success in which would 
require a good understanding of, and 
capacity to deal with the economic prob- 
lems of the day. Their interest in insur- 
ance is because they or their advisors feel 
that the knowledge they will gain in the 
course will be of value in this connection 
The course might be a part of their major 
program or a supplementary elective. The 
aims of the third group might vary con- 
siderably ranging from the desire to satisfy 
a pure intellectual curiosity about a bus- 
iness which has attained so great import 
ance to that of acquiring a fundamental 
knowledge of insurance principles as a 
supplement to a professional course such 
as fire prevention engineering. 


“The aims of the two major groups 
would appear to be the controlling ones for 
planning the course. They are not quite 
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identical. Both, however, call for an un- 
derstanding of the place of insurance in 
business and the economic order generally 
—its service and the influences of its prac- 
tice on our business and general welfare. 
On this I would, then place the emphasis 
in the course.” 
xk * 


“My own experience both as a company 
and state insurance department man and 
later as a teacher leads me to the conclu- 
sion that if attention is concentrated on a 
particular branch of the business there is 
a tendency to confuse details with prin- 
ciples. It is only as we take within our 
perspective a larger field that the distinc- 
tion between principle and detail of prac- 
tice becomes clear. For this reason it 
seems to me better to deal with the bus- 
iness as a whole than to concentrate on a 
particular branch as an exemplar.” 

ake O 


“The hypothesis that the insurance con- 
tract is primarily one for the transfer of 
a given risk from an individual subject to 
it to a professional risk bearer having been 
reached, the next logical step is to examine 
a group of typical contracts and verify or 
disprove the hypothesis. This would form 
the second phase of the course. In it may 
be introduced as much detail as is thought 
desirable. I am inclined to minimize dis- 
cussion of detail. The emphasis should, I 
think, be placed on the importance of pre- 
cise definition of the risk transferred under 
any such contract and the difficulty of so 
doing. The adaptation of the loss pro 
cedure to the type of risk as a differentiat 
ing characteristic mav well be pointed out 
in this discussion. Of course, the differ- 
ences in the historical background and in 
relations of public policy among the dif- 
ferent fields of insurance must be kept in 
mind if some differences in forms are to 
he understood. Out of the apparent com- 
nlexitv of detail such an examination will 
T think verify the deduced hypothesis. 

“Somewhere in this part of the course, 
or perhaps at the outset in developing the 
first proposition, the extent and divergent 
~haracter of the need business has for in- 
surance may he hrought out.” 

x** * * 


“From the conclusion as to the nature 
of the insurance contract and the service 
of insurance developed in the first part of 
the course, there follows immediately the 
conclusion that the insurance business is 
essentially mutual in nature. Regardless 
of the tyne of risk carrier and its manner 
of organization and operation it is the in- 
suring public that. by taking insurance. 
provide the volume and spread of risk 
which makes insurance possible. This 
point should. T think, be stressed for it 
lavs the real foundation for the argument 
that the business is one affected with a 
public interest. The wav that interest is 
affected by the manner of conduct of the 
several carriers cannot trulv he understood 
without an understanding of the problems 
of the business as they present themselves 
to the carriers. This. therefore, is the 
next phase of the course. 


“Under this head. it 
should he treated: 

“1. The problem of the acquisition of 
husiness. In the discussion of this prob- 
lem the first point which seems to reauire 
emphasis is the peculiar psychology of the 
American public in buying generally and 
its exaggeration in dealing with insurance. 
We expect to have things broughKto us 
rather than to go out and buy. /All too 
often we accept at par withaut inv¥estiga- 
tion the claims of the salesman. Our 1azi- 


would appear, 
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ness permits the self-styled “expert” in any 
complex problem to build up his clientele. 
Above all we like to get something for 
nothing, or at least to have the fact that 
we pay for it concealed from us. Out of 
these conditions has grown the “American 
Agency System” and the power agents and 
brokers wield over the companies. It 
makes the difficult competitive problems. 
It is clearly not our job nor in our power 
through such a course to remake the habits 
of the American people in buying insur- 
ance, but we should, I think, make clear 
to our students the real causes of the 
complex problem of acquisition of business 
in a competitive system and the resultant 
repercussions. 


“2. The problem of rates. There may 
again be deduced from the nature of the 
insurance service the concept of equity 
in insurance rates and the practical neces- 
sity of endeavoring to attain it. This, it 
would seem, should be set up as the cen- 
tral problem of rates and some of its 
ramifications can be developed. In par- 
ticular, it can be made plain that unreg- 
ulated competition does not produce right 
rates and is not in the public interest. The 
mistakes that have been made in govern- 
ment interference in this regard seem to 
make a clear presentation of the problem 
perhaps the most important aspect of the 
course.” 

i a 


“The major difficulty we all recognize 
with the lecture system is the tendency for 
the student to accept the word of the text 
and the lecture without challenge, to try 
to outline the text and lecture and mem- 
orize what he has read and heard. Warn- 
ing that he is expected to question both 
hook and lecture may help a few but unless 
reenforced is not often fruitful. The best 
reenforcement appears to he bv the use of 
questions in interim examinations which 
call for critical appraisal of some state- 
ment in text or lecture. or which present 
to the student a situation in which he is 
apt to find himself after graduation and 
ask what action he would take and why 
For example, he might be asked to con 
sider himself a legislator asked by a fellow 
member to support an anticoinsurance or 
anticompact bill and to outline his an 
swer.” 

ee e 


ROFESSOR Robert Riegel of 

the University of, Buffalo took up 
the same problem but dealt with it 
from another angle, his judgment 
being that the matter should be ap- 
proached from the viewpoint of the 
insured as distinguished from that of 
the company or agent. 


By giving primary consideration to 
subjects and divisions of subjects which 
will be most useful to the policevholder and 
putting in the background the interests of 
the insurance carrier, we will arrive at a 
content which is appropriate for this tyne 
of. course.’ said Professor Riegel. ‘The av- 
erage individual is a buyer and not a seller 
of insurance, and he wishes information 
which will benefit the buver. The text- 
hook, the lecture, the problem method all 
have occasionally been emphasized as 
pedagogical methods. but a good teacher 
uses a combination of all three. Each has 
peculiar advantages and the maximum re- 
sults are secured when they are used in 
conjunction. Of the three, the one which 
has heen the most neglected in insurance 
teaching is prohably the problem or case 
method. ” 





Specific recommendations are 
shown in the following excerpts from 
his paper. 

“If there are subjects which are suffi- 
ciently common to be treated as a whole, 
irrespective of the field of insurance, | 
suggest that they are the following: 

“4. The social value of insurance, as 

istinguished from its applications for 
private benefit. 

“2. The application of statistical prin- 
ciples to the measurement and transfer of 
risk. 

_ “3. The existing and possible forms of 
insurance carriers, including state insur- 
ance. 


“4° The purposes and methods of rein- 
surance. 

“5. The purposes and methods of state 
regulation of private insurance. 

6. Insurable interest and the principk 
of indemnity. 

7. The internal organization of insur- 
ance carriers.” 

ke * 


“At various times different pedagogical 
methods have achieved an ephemeral prom- 
inence. Thus at one time it was thought 
that the goal of higher education might be 
attained by stimulating lectures of learned 
individuals. At another period the recita- 
tion and textbook method was exalted at 
the expense of the lecture, and at another 
the ‘case method’ was acclaimed as a 
‘new method’ of instruction. 

“Tt seems to me that good teaching re- 
quires a combination of all these methods. 
Each has something to commend it, and 
should be utilized for its peculiar qual- 
ities, but not to the exclusion of other 
methods. In insurance teaching I conclude 
that the case or problem method has been 
used the least, whereas in my estimation 
it should he used the most.” 


ROFESSOR J. FE. Partington of 

Towa State University appeared 
by proxy with a brief comment on the 
papers read at the first session. He 
expressed the opinion that compre- 
hensive courses in insurance are be- 
yond the scope of the average univer- 
sity, which must depend on utilizing 
the teaching being done in various 
departments as it may apply to in- 
surance. 

The comment of Professor J. H. 
Magee of the University of Maine 
was to the effect that the important 
thing is to equip the student with 
tools. He favored the lecture method 
in conjunction with texts and sug- 
gested that the fire contract be studied 
first, after foundations had been laid 
generally—this leading to a consid- 
eration of various branches of cas- 
ualty insurance and finally arriving 
at the subject of life policies. 

A practical course was urged by 
William Leslie of the National 
Bureau of Casualty and Surety Un- 
derwriters, and he voiced approval of 
study schedules that emphasized other 
subjects than insurance. However. 
in a choice between specialization and 
too broad a course he favored the 
specializing. 





Professor McCahan, this time ex- 
pressing his own views, advocated 
using the education philosophy of the 
schools of business, which is to make 
a hypothesis, then gather material to 
verify or perhaps disprove it. He did 
not favor too much stress being put 
on principles but, he said, “The end 
of the teaching should be to help the 
student learn how to buy and use in- 
surance.” While not condemning the 
lecture method, his opinion was that 
too often it is only a means of trans- 
ferring information from the note 
book of the professor to the note 
book of the student “without the 
material passing through the mind 
of either.” To his mind, the prob- 
lem method must have an important 
part in an insurance course, since it 
is superior to the case method. 


Other brief comments at the morn- 
ing session were made by several 
company representatives. 


At the luncheon between sessions, 
the speaker was Louis H. Pink, 
Superintendent of Insurance of the 
State of New York, who explained 
the activities and responsibilities of 
his department in an informative ad- 
dress punctuated with abundant good 
humor. 


66 OW Can the Universities and 

H University Teachers Best 
Serve in Their Fields?” was the gen- 
eral subject of the afternoon meeting. 

First came C. G. Taylor, Vice 
President of the Metropolitan Life, 
with a businesslike treatment of the 
theme, as in indicated by the excerpts 
printed below: 


“Directly answering the question pro- 
sounded by the assigned title, the univer- 
sity teachers can best serve insurance by 
stimulating in their students a genuine and 
enthusiastic appreciation of the opportunity 
which the business offers for broad and 
useful service to humanity. To present 
the business in action, to show its relation- 
ship to the currents of life, to portray its 
ever expanding usefulness as it accom- 
modates itself to an ever-changing society, 
and so to challenge the young student to 
prepare himself to make a contribution to 
the advancement of insurance science, is 
the opportunity of the colleges and univer- 
sities.” 

* ke * 


“Opportunity should be afforded stu- 
dents to develop the two contrasting qual- 
ities of imagination and the checking mind. 
Since insurance is constantly dealing with 
the intangible and uncertain, since we must 
forecast the future by interpreting and 
evaluating statistics of past events, the 
business offers a splendid field for con- 
structive imagination—not the type of 
imagination that sees ghosts and spins 
yarns about fairies, but the type of imag- 
ination that will not be led to base con- 
clusions upon statistical data without some 
thought as to the trend of future events or 
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the possible influence of human conduct 
under circumstances that may be an- 
ticipated.” 

a 


“It seems more important to discover the 
mental qualities and characteristics of per- 
sonality which influences a man’s career 
than to emphasize the acquisition of in- 
formation merely as a feat of memory. 
His qualities of mind and character can 
be discovered only by giving the student 
ample opportunity for expression of his 
own views, and this should be freely en- 
couraged. Ample material exists, and 
fresh material can generally be found in 
the current trade journals, upon which 
to base something akin to the ‘case 
method’ of legal instruction. By this 
method, the teacher has the opportunity not 
only to study the needs of his students, 
but also, by demonstrating in a practical 
way the type of problem which the student 
will encounter in the actual work of the 
business, to start him on his career with a 
correct and sane perspective and a good 
dose of humility. With this beginning, if 
he is half a man he will make his own 
career, but do not start him with the self 
assurance exhibited by a young man fresh 
from college who, after a short period in 
which he was unable to effect revolutionary 
changes in an intricate business baffling to 
the ingenuity of old and wise heads, wrote 
his father that he felt he had embarked 
upon the wrong carcer because these ‘old- 
sters’ in the business were unwilling at 
once to adopt his suggestions.” 


I FE. FALLS, Vice President of 
se the American Insurance Com- 
pany devoted most of his time to the 
need for training the student in per- 
sonal qualities that are helpful in ap- 
proaching prospects—use of good 
English, proper enunciation and pre- 
cision of expression. Developing this 
idea further, he said: 


“The university performs its greatest 
possible service to the undergraduate when 
it schools him or her in the theories of the 
subject being studied: prepares the stu 
dent to know how to study and learn, and 
approximately in the language of Mr. 
George Horace Lorimer, teaches him to 
get the solution while the untrained thinker 
is still chewing the pencil. Business, at 
least our business, necds men and women 
accustomed by habit to think for them- 
selves—think lucidly and analytically, un- 
hampered by prejudice or precedent—un- 
daunted by knowledge that the problem 
is new and the way uncharted. Much 
material is presented which is potentiall, 
canable of this independent thinking, but 
lacks mental discipline. This lack is evi- 
dent in a readiness to shirk all responsi- 
bility, and even in the evident inability to 
express a thought precisely.” 

kk OK * 


“Throughout the vears of work and 
worry. pleasures and sorrows, problems. 
defeats and triumphs, the student from 
the University is more often reminded of 
some man or woman with whom he was 
closely associated during the years when 
his character was formine. than of the 
great men of song and story. Frequent 
conversations on the subject with husines: 
men, some college-bred. others not. dis- 
close that an increasineo amount of em- 
phasis is being placed hv them upon th: 
social training acquired hy the student in 


January, 1936—17 


college. Variously phrased by various 
men, this value to be gained during the 
years in a college or university, is well 
and succinctly pyt by one of my friends 
who says, ‘It must teach one how to live 
with his fellow man.’ Abstract precepts 
are not long remembered by most of us, 
and are never so highly valued as depend 
able guides to conduct, as is knowledge 
that one whom we knew, liked and re 
spected, would have done thus and so 
Example is, in my opinion, the teacher's 
greatest contribution to the student.” 

Some of those present felt that Mr. 
Falls’ remarks about “university 
teachers who use the influence of 
their positions to spread anarchy” 
were out of place when spoken to the 
professors in his audience, but he de- 
voted only a sentence to the thought 
and the incident was passed over 
without comment. 


FEATURE of the second ses- 

sion was the talk of G. F. 
Michelbacher, Vice President of the 
Great American Indemnity Company, 
whose prepared manuscript was in- 
troduced and interpolated with keen 
extemporaneous observations. TTis 
suggestion was that students be sent 
to various departments of universities 
to study subjects which are founda- 
tional for insurance—as, for example, 
some time might be spent in the law 
school, and the psychology and physi- 
ology sections, by the student special- 
izing in claims. Prospective salesmen 
or underwriters or statisticians could 
he similarly guided in courses ad- 
justed to their needs. 


This speaker was for more of the 
old-fashioned discipline which would 
teach students that approaching a 
company job with an inflated ego was 
not the best policy. Since the normal 
thing is a slow climbing of the ladder. 
the student should realize the hard 
work ahead of him. Mr. Michel 
hacher recommended also instruction 
in business ethics and standards of 
personal conduct. Several quotations 
from his paper follow: 


“Every university, worthy of the name, 
should maintain a department whose 
specific task it should be to confer with 
students at intervals during their under 
graduate years, to study and test the apti 
tudes and personal traits of these students, 
and to offer them advice concerning those 
careers best suited to their talents. 


“The average Freshman is a raw recruit 
on the threshold of one of the formative 
periods of life. He possesses only a vague 
notion of a career if, in fact. he has any 
ideas at all on the subject. The university 
should help him to find himself so that he 
mav prepare to advance toward a definite 
objective. This should be a continuous 
process to avoid errors of judgment and 
observation and to provide for changes 
which may take place as the student 


matures.” 
~* *e 
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“According to Mr. William J. Ahearn, 
the claim investigator and adjuster should 
be: sincere, unequivocal, persevering, 
patient, discreet, courteous, alert, discern- 
ing, diligent, persuasive, cautious, inquisi- 
tive, incorruptible and tenacious. 


“According to Mr. Leslie F. Tillinghast, 
the field man (special agent) should pos- 
sess: initiative, poise, resourcefulness, tact, 
inquisitiveness, conviction, aggressiveness, 
self-assurance, courage, perseverance, gre- 
gariousness, alertness, candor, and imag- 
ination. 


“Some attributes are common to all 
three lists; but it must be obvious that 
there are important fundamental differ- 
ences which distinguish one list from an 
other. These differences explain why one 
person succeeds in the given occupation 
while another either fails entirely or onl 
attains a measure of success.” 

x ROR 

“The college graduate, today, is compet 
ing with a group of employees who, unable, 
for financial reasons, to go to college, 
enter business instead. Many of thes: 
young people possess excellent basic qual 
ifications. They have accumulated four 
years of practical experience before thx 
college student completes his course. They 
are established, have surveyed the field and 
know where they are going. The college 
graduate cannot afford to flounder around 
attempting to find his way. If he does, 
he will be left in the rear of the procession. 


“Tf the university does not maintain 
separate department for vocational guid 
ance, the insurance department should ar 
range, somehow, to offer this service to 
students specializing in insurance.” 

ae 


“fT would not have you believe that | 
think a student, so trained, would be com 
petent, upon graduation, to step into an 
advanced position with an insurance car 
rier. He would still require practical train- 
ing and an opportunity to develop expe 
rience. But he should have an advantage 
over another beginner who does not possess 
the same background and qualifications. 
His progress should be more rapid and 
when, eventually, he attains an executive 
position, he should fill it gracefully, com 
petently and completely.” 

kok ee 


“May I quote an excerpt from an ad 
dress by Benjamin Ide Wheeler, President 
of the University of California during my 
undergraduate days, on the subject ‘What 
the University Aims to Give the Student,’ 
which may or may not shed light on the 
subject under consideration: 


‘A university has at its disposal no 
alchemy by which brass can be turned 
into gold. The gilt form of education 
wears out very soon and is worse than 
snothing. The university constitutes for 
the student an opportunity of entering in 
and making the most possible out of 
himself. 

“Tt proposes to rescue men from 
slavery and make them free, in case 
they want to be free. It proposes in the 
first place to make them free from the 
bondage of prejudice, routine, and the 
rule of thumb. A freeman is a man who 
can initiate, who has sufficient control 
over his walks and ways to do as his 
reason and outlook tell him is right and 
best. A man who acts on a prejudice. 
or drives his wagon in any other rut is 
a slave, no matter how much he may 
pride himself on his prejudices and loval 
adherences. The whole purpose of the 
university is to provide men with the 
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means of seeing into things themselves, 
so that they shall not be dependent, but 
independent. The university proposes to 
give the student such insight into the 
facts and the way of determining the 
facts as will put him in a position of 
control over some field of knowledge or 
human activity in which he is to exercise 
his being for the good of those about 
im. 


“ ‘Thirdly, the university aims to give 
the student the highest and best form of 
control of himself. Unless a man finds 
himself and finds out how to get a grip 
on himself, so as to be able at times to 
shake himself, he is not educated.’ ” 


eee 
we IMMENT on the three papers 


of the afternoon session was 
made by several, including Professor 
S. B. Ackerman of New York 
University, Professor C. A. Kulp of 
the Wharton School, Edson L. 
sowers of the Ohio State University 
and Dr. S. S. Huebner of the Whar- 
ton School and first president of the 
\ssociation. 

Professor Ackerman gave some en- 
lightening observations on the types 
of students of insurance in his 
classes : and suggested closer coopera- 
tion between companies and educa- 
tional institutions. 

Professor Kulp discussed the at- 
tributes of a teacher, as an actual 
teacher, as a scholar, and as a re 
searcher, especially in relation to the 
practical ethics of engaging in com 
mercial insurance activities, such as 
acting as an adviser to state depart 
ments, lecturing before company 
groups, or selling policies. His an 
swer was a qualified “yes” with re- 
spect to engaging in these outside ef- 
forts, with the exception of selling, 
to which the answer in his opinion 
was “probably no.” He was_ not 
much excited about curricula because 
students do not as ,a rule know what 
they will follow as a life work. 
Therefore, courses should have a 
general cultural value with insurance 
added. It was his opinion that no 
agreement could be reached as to 
what are fundamentals. Research 
should be encouraged and round table 
cliscussions of educators and company 
men promoted. There is value in 
bold minds speaking out and develop 
ing new principles, he declared. This 
has been demonstrated by the liberal 
progress made during the past two 
decades. 

Bowers” said that 
teachers should do more than teach, 
although sometimes the efforts made 
to fit students to jobs have disap- 
pointing and even humorous results. 
As for example, when an exception- 
ally well qualified student was re- 
fused by a company because the man 


Professor 


ager did not like short people. He 
counseled more cooperation between 
all interested parties. 


Dr. Huebner observed that the stu- 
dent’s attitude was often the product 
of the teacher, and care should be 
taken to put young men on the right 
track to discover their own best 
abilities. In general, he said, there 
are two types of individuals—the in- 
side and the outside man. Undoubt- 
edly, a vocational bureau should be a 
part of a university’s equipment. 
Teachers should contact the outside 
world, he continued. Insurance 
should be put on a professional basis 
and Certified Fire Underwriters and 
Certified Casualty Underwriters 
should eventually follow the move- 
ment which has created Certified Life 
Underwriters. 

Professor Frank G. Dickinson of 
the University of Illinois called atten- 
tion to the growing use of the insur- 
ance scholar as an adviser on prob- 
lems relating to insurance legisla- 
tion, citing the instance of Professor 
Edwin W. Patterson of the Columbia 
Law School having recently been 
called in by the New York Depart- 
ment to supervise the recodification 
of the insurance code of the state. 


HI meeting closed with a lively 

interchange of opinion on mis- 
cellaneous subjects, particular refer- 
ence being made to company co- 
operation. 

Professor Ralph H. Blanchard of 
Columbia was Chairman of the meet 
ings and handled the task skillfully. 
All officers were reelected for an- 
other year and the same executive 
committee will serve for 1936 with 
the exception of Professor Mowbray, 
who retired. His place is taken by 
Professor Partington. The complete 
official roster is: 

OFFICERS 

_ RALPH H. BLANCHARD, President 

Columbia University, New York, N. Y. 
H. J. LOMAN, Vice-President 
Wharton School of Commerce and Finance 
University of Pennsylvania, 
Philadelphia, Pa. 

FRANK G. DICKINSON, Secy-7 reas. 
University of Illinois, Urbana, II. 
EXECUTIVE COMMITTEE 

S. S. HUEBNER, Past President 
Wharton School of Commerce and Finance 

University of Pennsylvania 
Philadelphia, Pa. 
EDISON L. BOWERS, (1937) 
The Ohio State University, 
Columbus, Ohio 


ROBERT RIEGEL, (1936) 
University of Buffalo, Buffalo, N. Y. 


J. E. PARTINGTON 
University of Iowa, Iowa City, lowa 








Sa 


ia 
en 
rt- 
on 


of 
et 
lly. 
an- 
ive 
rith 
ay, 

by 


lete 


ance 


ance 





While Accidents Such As This Are Possible, Insurance Will Be Of Paramount Importance 
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THE MUTUAL STANDARD AUTOMOBILE POLICIES 


HE progress made by mutual 
insurance companies during the 
year 1935 in the preparation and 
adoption of uniform automobile 
policies, expressed in simple and con- 
cise language and affording more lib- 
eral protection to automobile owners, 
Was so conspicuous that the com- 
panies may justifiably feel proud of 
the results accomplished. 

While the adoption of uniform 
policies is but the beginning of a per- 
manent and continuous program of 
improvement both in contract expres- 
sion and in the fundamental principles 
of automobile insurance, the prog- 
ress already made shows such a 
marked improvement over policies 
which have been used in the past that 
it seems distinctly worth while to 
examine the mutual policies in detail 
and to appraise the improvements 
which have been made. 

The program of standardization of 
the automobile policies may be di- 
vided into two parts: 


1. The standardization of pro- 
visions for an automobile liability pol- 
icy and for a garage liability policy, 
in which work the member companies 
of the Alliance collaborated with the 
member companies of the National 
Bureau of Casualty and Surety Un- 
dlerwriters ; and 

2. The standardization of the 
property coverage policy, the combi- 
nation or all-cover policy, the com- 
prehensive policy, and the combina- 
tion comprehensive policy, in which 
work the member companies of the 


By ELMER W. SAWYER 


ASSISTANT GENERAL COUNSEL, 
LIBERTY MUTUAL INSURANCE COMPANY 


PART I 


Alliance were obliged to proceed 
without the help of the stock com 
panies. 

ee @® @ 


The Standard Liability Provisions 


N March 1934, representatives of 

the member companies of the 
National Association of Automotive 
Mutual Insurance Companies and the 
National Association of Mutual Cas- 
ualty Companies assembled in Chi- 
cago for the purpose of carrying out 
the instructions of the two associa 
tions to prepare a new and improved 
automobile liability policy and a gar- 
age liability policy, and to formulate 
a program for the promulgation and 
the adoption of the forms prepared as 
the uniform standard policies of the 
Associations named. 

All phases of the problem were re- 
viewed in detail and a drafting com- 
mittee selected to prepare an auto- 
mobile liability and a garage liability 
policy. 

The standardization of the prop- 
erty coverages was not at that time 
given consideration, the situation re 
specting the liability coverages being 
considered of first importance. 

This program grew out of a con- 
sideration of the subject by the com- 
pany managers in 1933 when stand- 


ard provisions for several of the 
states were considered and approved. 

There were many reasons of vary- 
ing cogency which indicated not only 
that the adoption of uniform policy 
language was desirable but that it 
was imperative. .\mong the reasons 
which may be classed as indicating 
the desirability of uniform language 
may be mentioned the useless expen- 
diture of time and energy in competi- 
tion based solely upon the manner in 
which the companies’ obligations had 
been expressed in their policy con- 
tracts. Since the contracts had been 
prepared in accordance with the same 
manual, rules the insurance intended 
was ordinarily the same. Among the 
reasons which may be classed as in- 
dicating that the adoption of standard 
language had become imperative may 
be mentioned the imminent adoption 
of state standard policies which 
threatened all companies with the 
necessity of preparing and using a 
series of state standard policies, and 
with the meaningless annoyance and 
expense with such policy duplication 
would entail. 

The attention of the company rep- 
resentatives having been called to the 
existence of a committee in the Na- 
tional Bureau which was then en- 
gaged in the work of standardizing 
provisions for liability policies, in- 
structions were given the committee 
to integrate its work, if such a step 
appeared feasible, with that of the 
similar committee of the National 
Bureau in order that an automobile 

















20—January, 1936 


liability policy and a garage liability 
policy acceptable to both groups 
might be prepared and adopted by 
the members of the Alliance and of 
the Bureau. 

ee @ @ 


HORTLY after the Chicago 
S meeting the work of the two 
committees was integrated, and a 
drafting committee composed of one 
member from each of the committees 
began immediately the preparation of 
the policies. The procedure followed 
was the drafting and redrafting of 
the policies until results satisfactory 
to the committees had been attained. 
The policies were then submitted to 
other committees of the two organ- 
izations and to the organization mem 
berships. Suggestions of the member 
companies were considered and final 
drafts were prepared. 
prepared in accordance 
with these standard provisions were 
then submitted for approval to the in 
surance departments of all states hav 
ing approval authority, except Texas 
which had in the meantime adopted 
The policies 
were approved in all states. Approval 
in Massachusetts was, of course, for 
use only in connection with risks not 
subject to the compulsory insurance 
law, although the same policies in 
corporating Statutory coverage have 
since been approved for usc in Mass 
achusetts to provide the statutory in 
surance. 


Policies 


state standard policies. 


On May 15, 1935 the standard pro 
visions for these two policies were 
promulgated simultaneously by the 
American Mutual Alliance and the 
Natural Bureau, to become effective 
not later than January 1, 1936. 

While it is not the purpose here to 
discuss in detail the standard liability 
provisions,* it will be helpful to a 
study of the mutual standard policies 
to mention that the structural plan of 
the national standard policies, which 
was adopted for the mutual standard 
policies, was a segregation of the pol- 
icy provisions into six parts: (1) the 
declarations, (2) the introductory 
clause, (3) the insuring agreements, 
(4) the exclusions, (5) the condi 
tions, and (6) the signature clause. 
In each part was included all of the 
policy provisions which properly be 
longed in that part. 

The provisions adopted permitted 
the exercise of each company of the 


a. The standard liability provisions are thoroughly 
inalyzed and explained in Automobile Liability 
Insurance in Analysis of the National Standard 


Policy Provisions, by Hugh Harbison, Assistant Sec- 
retary, Travelers Insurance Company and Elmer W 
Sawyer, Assistant General Counsel, Liberty Mutual 
Insurance Company, which will be published by 
McGraw-Hill Book Company, New York City, early 
in 1936 
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utmost freedom in sequence and ar- 
rangement of the provisions, the lan- 
guage only being standard. The 
declarations contained only minimum 
requirements and each company was 
permitted to add other items to de- 
velop such further underwriting data 
as it required. The effect of this 
flexibility was to permit each com- 
pany to continue its past policy-is- 
suing procedure, 

Permanent committees were ap- 
pointed by the Alliance and the 
Bureau to study constantly the pro- 
visions which were adopted and to 
keep the provisions abreast of manual 


rules, statutory requirements and 
changed conditions. 
ee @ 


The Mutual Standard Policies 


AKLY in the course of the prep- 

aration of the standard liability 
provisions it became apparent that 
the innovations in the structure of the 
standard automobile liability policy 
would require the complete revision 
of the property coverage policy if the 
provisions of the two policies were to 
be combined in a combination policy 
or an all-cover policy on a basis which 
would not nullify all of the advan- 
tages gained in the structural im- 
provements of the liability policy. 

Consequently an effort was made 
to bring about a revision of the stand- 
ard fire and theft policy to a degree 
which would permit combining it 
with the liability provisions under the 
structural plan adopted. These ef- 
forts proved unfruitful. The com- 
pany members of the Bureau which 
had participated in the standardiza- 
tion of the liability provisions were 
unable to join with the mutual com- 
panies in the standardization of the 
property coverages, the organization 
having jurisdiction of the property 
coverages being unwilling to modity 
its standard policy sufficiently. 

The preparation of standard prop- 
erty coverages became, therefore, 
wholly a mutual company undertak- 
ing. The procedure was much the 
same as that followed in the prepara- 
tion of the standard liability pro- 
visions except that the mutual com- 
mittee worked alone. The committee 
appointed for this work was a sep- 
arate committee representing mutual 
fire companies for the most part. 
Some of the members were the same 
persons who served upon the liability 
policy committee. 

The committee prepared and sub- 
mitted to the companies (1) a stand- 
ard property coverage policy, (2) a 
standard combination or all-cover 





policy, (3) a comprehensive property 
coverage policy, and (4) a combina- 
tion comprehensive policy. These 
policies were finally agreed upon by 
the committee early in December 
1935, although several companies 
have been using them in their earlier 
forms for several months. 

The basic mutual standard policy 
is the property coverage policy, a 
policy under which a company may 
write any or all of the coverages of 
hazards of loss or damage to an auto- 
mobile which are recognized as in- 
surable hazards. The coverages 
standardized for this policy are (1) 
fire, lightning and transportation, (2) 
theft, robbery, pilferage and wrong- 
ful conversion (broad form), (3) 
theft, robbery, pilferage and wrong- 
ful conversion (deductible form), 
(4) collision or upset (full cover or 
deductible), (5) convertible collision 
or upset, (6) tornado, cyclone, wind- 
storm, hail, earthquake, explosion and 
water damage, and (7) combined 
supplementary coverages. In_ the 
preparation of its property policy 
each company is free to include as 
many of these specific coverages as it 
desires. 

ee ®@ 


ERTAIN principles of structural 

form were followed in the prep- 
aration of the standard property 
policy : 

1. The policy was divided into six dis- 
tinct parts, following the structure of the 
standard liability provisions, and in each 
part were segregated all provisions of the 
policy properly belonging in that part of 
the contract. 

2. The introductory clause was made 
identical with the introductory clause for 
one company as it appears in the standard 
liability provisions. 

3. The signature clause was made iden- 
tical with that of the standard liability 
provisions. 

4. In all comparable provisions the 

language was made identical with that of 
the liability policy insofar as possible. 
5. The declarations were prepared, in- 
sofar as minimum requirements are con- 
cerned, with ease of integration with the 
standard liability declarations in view. 

6. Substantially the same method of 
numbering and captioning the provisions 
was adopted which appears in the standard 
liability provisions. 

The result is a property coverage 
policy drafted on the same structural 
plan as the liability policy. There 
were two principal reasons for the 
adoption of this plan: (1) The plan 
of the standard liability policy was 
selected after a careful study as the 
most satisfactory; and (2) it was 
most essential that the property policy 
be so prepared that it could be com- 
bined with the liability policy to form 
a combination or all-cover policy 


without disturbing the simplification 





1), 


on 
\d- 
nd 
ec 
he 
icy 


Wr 


ral 
ap- 
rty 


lis- 
the 
ach 
the 

of 


ade 
for 
lard 


len- 
lity 


the 
t of 


in- 
con- 
the 


| of 
sions 
dard 


rage 
ural 
here 
the 
plan 
was 
the 
was 
dlicy 
“om- 
‘orm 
olicy 
ation 


of sequence and statement on which 
so much work was done in the prep- 
aration of the liability provisions. 

The combination or all-cover policy 
was prepared by putting together the 
liability and property policies. Be- 
cause the provisions of the policies 
were identical wherever possible and 
because the same structural plan had 
been followed, the result is a policy 
logically arranged, simple in state- 
ment, and following the structural 
form of the liability and property 
policies. To appreciate fully the im- 
provement in structure and statement 
one need only compare the combina- 
tion policy with the Texas standard 
combination policy which closely fol- 
lows the old standard property pro- 
visions. 

The standard combination policy is 
composed, therefore, of the national 
standard liability provisions and the 
mutual standard property provisions, 
with a few minor changes to co-or- 
dinate the two policies. This plan 
permits the use of a standard liability 
policy, a mutual standard property 
policy and a combination policy in 
which the provisions are identical 
with the provisions of the separate 
policies. 

The comprehensive policy was pre- 
pared by removing the specific cover- 
ages from the property policy and in- 
serting the comprehensive coverage 
clause in lieu of the separate cover 
ages. Changes were made in ‘the ex- 
clusions to conform them to the 
change in coverages. The other pro- 
visions of the policy are identical with 
the standard property policy. 

The combination comprehensive 
policy was prepared by integrating 
the national standard liability policy 
with the mutual standard comprehen- 
sive policy. 

ee @ 
HUS it is seen that except for 
the changes in the coverage 
clauses and the exclusions of the pol- 
icy applicable to the coverages, the 
provisions of all four of the mutual 
standard policies are identical. 

Aside from the changes in the 
structure of the policies certain prin- 
ciples affecting matters of substance 
were followed in drafting the pro- 
visions of the policies. 

1. Effort was made to remove, wher- 
ever possible, restrictions upon the various 
coverages which the experience of the 
member companies led the committee to 
believe were probably unnecessary. In sev- 
eral instances doubts were resolved in 
favor of the insured, the committee be- 
lieving that mutual insurance has an obli- 
gation, to give its policyholders the broad- 
est protection consistent with reasonable 
insurance cost. As an illustration of the 
application of this principle, glass damage 
insurance in the standard policies includes 
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damage to glass as well as breakage of 
glass. For years the insurance has been 
limited to breakage; scratching or other 
defacing of the glass having been ex- 
cluded. 

2. Clear statement of intent was at- 
tempted and nothing was intentionally left 
to implication or indirection. When cov- 
erage of a hazard is insured the language 
of the insuring clause specifically states 
the coverage; and when coverage is not 
intended, the exclusion clearly states what 
is not covered. Illustrative of the appli- 
cation of this principle is the inclusion in 
the theft coverage of wrongful conversion 
as well as theft, robbery and pilferage. In 
the exclusions the wrongful conversion 
which is not insured is specifically ex- 
cluded. For many years it has been the 
practice to omit wrongful conversion from 
the insuring agreement, although certain 
wrongful conversion has been excluded. 
This has always been an inexact and am- 
biguous statement of the intent of the 
policy. 

3. Unnecessary provisions have been 
omitted. In the application of this prin- 
ciple such provisions as the forfeiture 
clause, the clause amending the policy to 
agree with statutcs applicable to it, and 
the condition relating to fraud and _ mis- 
representation have disappeared. With the 
possible exception of two or three states 
the committee believes that none of the 
omitted provisions are required. 

4. To avoid the necessity of duplicating 
provisions in the combination policies, the 
statement of the provisions of the policies 
followed that of the standard liability pro- 
visions or was made easily combinable with 
the liability provisions. For example, the 
cancelation clause of the mutual standard 
policies was made identical with that of 
the standard liability provisions so that 
one clause would serve in a combination 
policy. 

5. The same changes in phraseology 
were made which were agreed upon for 
the liability policy in order that the 
language of the two policies would be con- 
sistent. Itlustrative of these changes are 
the use of the word “insured” throughout 
the policy in lieu of “assured,” the elimina- 
tion of the connective “and/or,” and the 
use of a definition of “automobile” to per- 
mit the use of the single word “automo- 
bile” throughout the policy to mean the 
vehicle or vehicles described in the declara- 
tions. 

The committee prepared as a part 
of each of the four policies a set of 
general instructions for the prepara- 
tion of the policy. These instructions 
are accompanied by a set of num- 
bered reference notes. Throughout 
the policy numerical references are 
made to the reference note which ex- 
plains an applicable option. Thus the 
instructions and reference notes ex- 
plain all of the permissible deviations 
from the standard language. The in- 
structions closely follow the instruc- 
tions promulgated by the Alliance 
and the Bureau as a part of the li- 
ability policies. 

The work of standardization will 
not have been completed until the en- 
dorsements necessary to accomplish 
all of the ordinary underwriting 
changes have been standardized. Until 
the endorsement standardization has 
been completed and the forms have 
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been promulgated for use, each com- 
pany must prepare its own endorse- 
ments. It will be found, however, 
that with minor changes the endorse- 
ments which have been used in the 
past will be reasonably satisfactory. 


The Future of the Policies 

HE permanent committee ap- 

pointed to act with a similar 
committee of the National Bureau in 
keeping the liability policies up to 
date will be charged with the duty 
of making necessary and desirable 
changes in the mutual standard pol- 
icies. This continuous study of the 
policies will prevent fixation of the 
forms, and since changes in the li- 
ability policies and changes in the 
mutual standard policies will be made 
by the same committee, changes in 
all policies will be made at the same 
time. It is hoped that changes can be 
made once a year at a fixed date so 
that the companies may anticipate 
them when printing policies. 

One of the benefits which is ex- 
pected to result from the adoption of 
the mutual standard policies is that 
the best thought of all member com- 
panies will be concentrated upon im- 
provement of the policies and upon 
simplification of automobile insur- 
ance underwriting. 

The machinery set up for constant 
revision of the standard provisions 
has made it possible to satisfy pop- 
ular demand for either a broadening 
or a restriction of coverage in an or- 
derly way. This program should 
make unnecessary much legislation 
designated to revise policies to in- 
clude or exclude certain provisions 
from the coverage, a tendency that 
has proved troublesome in the past. 








A Useful Handbook 

Looking over -the office library 
during an hour of leisure we were 
again impressed by the value of a 
volume which has become one of the 
most useful of our reference books. 

This work is known as the “Hand- 
book of Insurance” and was compiled 
by Clyde J. Crobaugh, formerly 
Superintendent of Educational Ex- 
tension, The Aetna Life and Affiliated 
Companies. The publisher announces 
it as “A combination dictionary and 
encyclopedia of insurance, unlike any 
other insurance book. Contains a full 
explanation of the various terms used 
in insurance, in simple, non-technical 
language. Covers fire, life, casualty 
and other forms of insurance.” 

In 1413 pages it does all this and 

(Continued on Page 26) 
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(NOTES: Continued from Page 9) 
that losses have been heavy for a 
number of years. It is hoped that 
l‘ederal regulation of interstate truck- 
ing concerns will make it possible to 
eliminate many hazards of the busi- 
ness. The new Federal bureau will 
center attention on devising methods 
to insure greater road safety and will 
have a force of inspectors sufficient 
to assure that regulations are com- 
plied with or offending concerns’ li- 
censes cancelled. 
e® ee 


Canadian U. A. Election 


EXECUTIVES OF THE LEADING FIRE 
\ND CASUALTY COMPANIES OPERATING 
in Canada, including those domiciled 
in I:ngland and the United States, as 
well as the Dominion, recently held 
the first general meeting of the 
Canadian Underwriters Association. 
()fficers chosen were as follows: John 
Holroyde, President; R. L. Stailing, 
Vice President and Chairman of the 
lire Branch; Alex Hurry, Vice 
President and Chairman of the Cas- 
ualty Branch; L. T. Evans, Vice 
President and Chairman of the Auto 
mobile Branch. Leslie Ham is to 
serve as Acting Secretary of the asso- 
ciation pending a permanent appoint- 
ment. 

ee @ 


Broaden Aircraft Policies 

THE UNITED STATES AIRCRAFT IN- 
SURANCE GROUP HAS ANNOUNCED 
that it will issue a modernized and 
simplified form of Aircraft Liability 
Policy early in the year. The stand- 
ard form of hull policy issued on be 
half of the same group was revised 
as of last July Ist and the revision of 
the liability policy completes the mod- 
ernization of the Aircraft insurance 
contract. 

Conforming character, size and 
general appearance to the hull policy, 
the new liability policy is in booklet 
form and consists of two sections: 
one, the policy, containing the more 
or less standard provision and two, 
the liability form, which is the coun 
terpart of the hull form attached to 
the hull policy. The liability form em- 
braces all special definitions, details 
of protection afforded and exclusions. 
Copies of the liability form will serve 
as dailys for agents and brokers. 

To facilitate an understanding of 
the so-called standard provisions ap 
pearing in the new liability policy, 
wherever applicable, the precise 
wording recently adopted in the na 
tional policy program sponsored by 
the National Bureau of Casualty and 
Surety Underwriters and the Amer- 
ican Mutual Alliance for automobile 
liability policies has been followed. 
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Should Fire Coverage Be 
Broadened ? 


rHE BELOW QUOTED COMMENT 
FROM THE EASTERN UNDERWRITER Is 
tull of interest to those who are ad- 
vocates of the comprehensive policy. 

“As lire insurance executives watch the 
approach of a new year and consider pos- 
sible developments in the next twelve 
months they have reason to believe that 
one of the major trends of 1936 will be 
toward further broadening of coverage 
under fewer contracts. The year now end- 
ing witnessed in New York State and in 
other parts of the country definite prog- 
ress in this direction, but considerable re- 
mains to be done. Some insurance men 
and insurance department heads venture the 
prediction that despite the defeat of the 
Illinois insurance code bill, with its pro- 
visions for multiple-line fire and casualty 
companies, more than one legislature in 
states east of the Mississippi will be giv- 
ing consideration to multiple-line charter 
revision bills in 1937. 
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“To achieve the desired liberalization of 
writing powers which will enable stock 
companies to grant readily the broad cover- 
age desired by many buyers and in so 
doing to meet, by combination covers, the 
competition of assessment insurers, there 
must be amendments to insurance laws in 
most states. Also closer cooperation and 
possibly even combination of rating organ- 
izations now separately treating fire and 
marine risks. 

“If possibly New York and some other 
states should next year act to bridge the 
gap in fire coverage so that policies may 
be broadened and simplified at the same 
time, questions of rate must also be con- 
sidered. It is not reasonable to presume 
that a property owner would buy complete 
protection under a single contract if he 
were compelled to pay the full rate for 
each type of hazard included in the policy. 
The total charge would be far too costly. 
Combining and wholesaling of insurance 
in single package form must be accom- 
panied by ah concessions to the buyer as 
he would naturally expect if he were deal- 
ing with a manufacturer or merchant. 

‘Granted that the fire insurance rate 
structure must be protected against reduc- 
tions not warranted by a normal loss ratio 
and that additional coverage cannot be ex- 
tended without proper charge, underwriters 
yet know some sort of adjusted rate propo- 
sition is necessary. The problem is to ar- 
rive at a fair and equitable charge. Be 
fore another year has passed undoubtedly 
considerable more light will have been 
thrown upon this entire subject, now en- 
gaging the close attention of fire company 
executives.” 

ee @ ®@ 


Change |. M. U. A. Rule 


THE EXECUTIVE COMMITTEE OF THE 
INLAND MARINE UNDERWRITERS ASSO- 
ciation has adopted the following 
clause, effective March 1, 1936: 

“Except when in custody of a common 
carrier: loss or damage caused by theft or 


pilferage of the insured property while left 


unattended in or on any automobile unless 
such automobile is equipped with a fully 
enclosed body or compartment and the 
loss be a direct result of violent forceable 
entry (of which there shall be visible evi- 
dence) of a fully enclosed body, the doors 
and windows of which shall have been 
securely locked, or from a compartment 
which shall have been securely locked, but 
in no event shall this company be liable 
under this clause for more than 10% of 
the total amount of insurance for which 
this policy is written, nor for more than 
250, in any one loss.” 

The Committee has also amended 
the rules which formerly prohibited 
the issuance of transit floater policies 
to include parcel post shipments un- 
der any circumstances, to read as 
follows: 

“The issuance of transit floater policies 
to include parcel post shipments is not per- 
mitted except in respect to gold and silver 
bullion.” 


Atlantic Mutual Enters 
Fire Field 


THE ATLANTIC MUTUAL OF NEW 
YORK, LONG KNOWN AS A MARINE 
carrier, has decided to enter the fire 
insurance field. This company organ- 
ized in 1842 and long a leading com- 
pany in marine insurance, has in the 
past only written policies covering 
fire risks when they could in connec- 
tion with its marine and inland ma- 
rine business. For the present, exclu- 
sive fire risks will be written only in 
the states of New York, New Jersey 
and Connecticut. Gradually this class 
of business may be written in all of 
the sixteen states in which the com- 
pany is licensed to transact business. 


The fire insurance department of 
the company will be in charge of 
Edwin C. Lewis, who has been with 
the Atlantic Mutual since March, 
1935, and who was formerly with the 
American Foreign Insurance Asso- 
ciation as secretary to manager Harry 
Austin. Mr. Lewis will work in co- 
operation with LB. I. Tuttle, assist- 
ant vice president, who is in charge 
of inland marine activities. 


Discussing the matter, lresident 
William D. Winter said the move has 
been decided upon to put his com- 
pany in the same position as regards 
writing of fire insurance coverage 
that other marine companies have 
long maintained. During the World 
War many fire companies entered the 
marine insurance field and _ later 
marine companies entered the fire 
field. Writing an exclusive fire insur- 
ance line is entirely within the charter 
powers of the company and it will 
operate in strict conformity with Sec- 
tions 150 and 110 of the New York 
State Insurance Law. 
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“BUNK OF THE MONTH” 








\ looks as if 1936 would be most interesting to the insurance public. The stock 
propaganda is growing more and more wierd, but more easily seen through 
by anyone who takes the trouble to study it even a little bit. One of the re- 
cent offerings is labeled, ‘The Real Weakness of Mutual Insurance’, which is 


answered below. 


HEN the American Agency 

Bulletin quotes the Western 

Underwriter, which in turn 
uses a quotation from the American 
Agency Bulletin, why, of course, one 
can expect something pretty rich. 
The article entitled “The Real Weak- 
ness in Mutual Insurance; Absence 
of Capital Investment”, was written 
by Mr. Frank T. Priest, Chairman 
of the National Association’s Finance 
Committee. It is evident from the 
tone of the article, and the method of 
employing capitalized words to in- 
dicate finality, that Mr. Priest re- 
gards himself as the ultimate au- 
thority on mutual insurance, and that 
when he answers a hypothetical ques- 
tion which he has asked himself, 
there is nothing more that can be 
said. As a matter of fact, what he 
really has done is to merely rephrase 
a number of the frayed and outworn 
misrepresentations made over and 
over again during a period of many 
years by the uninformed and _not-too- 
particular-about-the-truth competitors 
of mutual insurance. 

The double quote portion of the 
sulletin reprint of the Western Un- 
derwriter’s effusion includes the fol- 
lowing lustrous bit of research: 

“I quote from the American Agency 
Bulletin: ‘The statement is often made by 
the assessment companies that they main- 
tain the same reserves as stock companies ; 
such statement is misleading. What they 
mean to say is that they maintain as re- 
serves the same percent of the premium 
they receive. The fallacy of this statement 
is that the inadequate premium they charge 
leaves them with inadequate reserves. 
This applies with equal force to the re- 
insurance reserves and to the amounts set 
aside to pay known losses.’ ” 

This statement is as untrue as it is 
sweeping. No knowledge of insur- 
ance is necessary to realize that such 
is the case. Any one will realize the 
falsity of a claim that all stock com- 
panies charge adequate premiums and 
that all mutuals do not. If all mu- 
tuals collected inadequate premiums 
all would have failed by now. And 
the record shows that the failures of 
the stock companies are not only 
more numerous but more disastrous 
than those of the mutuals. 

Adequate premiums, indeed; and 





may we ask what is the test? Are 
the rates of the stock companies to 
be regarded as the standard? If so, 
by what authority? If, for the sake 
of the argument, the rates of the 
stocks are to be regarded as “stand 
ard” and thereby absolutely correct, 
why are they cut by the very com- 
panies which promulgate them. The 
public well knows that the stocks are 
masters of rate cutting, this being in 
most instances the chief competitive 
weapon, unless misrepresentation be 
first. Rate cutting practices are so 
common in stock circles that they 
openly advocate it. For example, the 
F.L.A. says: 

“FILA. Negotiations for Stock Com- 
pany Risks. — In connection with a risk 
now insured in Stock Companies, the 
F.1.A. does not enter negotiations until a 
joint application is received from every 
agent or broker placing any of the insur 
ance or until some one or more agents or 
brokers furnish a letter of authority abro- 
gating all former authorizations and also 
furnish satisfactory evidence of active mu- 
tual competition. 

“The easiest and most satisfactory 
method of handling these cases is upon 
receipt of a joint application from every 
agent or broker interested. Unfortunately 
for Stock Companies and the F.1.A., manv 
times it is difficult to get the joint appli- 
cation until it is too late.” 

And a recent Board rule in Cali- 
fornia reads: 

“1, A member shall have the privilege 
to write through a clear agent or for a 
certificated broker, at such rate as_ it 
deems advisable, its policy replacing for 
no greater amount any policy which may 
have been placed by another clear agent 
or certificated broker in a company not 
a member of this board. The same priv- 
ilege shall be given to any member com- 
pany to replace any policy of a member 
company written in violation of board 
rates and rules.” 

These are only a few of many 
examples. Therefore, since stock re- 
serves are set upon such cut rates, 
the evil that the Bulletin tries to 
fasten on all mutuals is seen to come 
right home to the stocks. That may 
be a partial explanation at least of 
the many stock failures in the course 
of insurance history. 


R. PRIEST in the same article 
takes a deep dive into the prop 
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aganda pond and comes up all muddy 
with the ancient argument that — 
well, let us quote his statement : 

“Do merchants realize that they could 
not, and would not, operate their own 
businesses on a cooperative or mutual 
basis ?” 

It is pitiful how the stock pro- 
ducer will drag in this bit of moth- 
eaten trash accompanied by a last 
desperate wail to hold his business 
against the competition that he cannot 
beat on the basis of merit. It has re- 
peatedly been demonstrated, and of- 
ten admitted, by stock partisans that 
all insurance is cooperative and that 
stock or mutual, it could be no other 
way. It has no relation to the finan- 
cial structure of mercantile bus- 
inesses, since the money is continual- 
ly supplied by policyholders who 
have an interest in the reserve funds 
up to the very moment their policies 
expire. What the stockholders orig- 
inally put up in a stock company is 
only a drop in the bucket—the money 
necessary to do business is paid in by 
policyholders. The boards of mu- 
tual companies are invariably made 
up of the best business men in the 
communities of their organization. If 
the mutual plan were antagonistic 
to individual enterprise, these men 
would not sponsor it. Mutual insur 
ance in reality is very definitely co 
related to individual enterprise. since 
if private property disappeared there 
would be nothing to insure. For 
that matter, what is an agents’ asso 
ciation but a cooperative enterprise, 
going, however, much further than 
legitimate cooperative activities by 
promoting boycotts and other similar 
schemes universally regarded in de- 
cent business circles as beyond the 
pale. It is such aspects of false co- 
operation which should be curbed. 


NOTHER lesson we can teach 

here is that there is always sus- 
picion attached to the motives of an 
advocate when he propounds ques- 
tions and then acts as both the judge 
and the jury. For example, the query 
is made: 

“Do policyholders of mutual fire .and 
casualty companies realize that their pro- 
tection, in case of loss, may not be so 
sure as under the stock company’s policy 

or that the premium paid when the 
policy is purchased is only the down 
pivment ?” 
and the answer is appended in capital 
letters “NO.” That may settle it 
so far as the W.U. is concerned, but 
the intelligent insurance buyer looks 
farther than his nose. 

It takes but a cursory glance at the 
record to smash this claim to supe- 
riority. Of course, the self-serving 
question is written in such a way as 
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to leave the impression that assess- 
ments are the rule rather than the 
very rare exception, there having 
been none at all in the group which 
does the vast majority of such bus- 
iness written. 

The contention that mutual com- 
pany policy contracts are inferior, is 
laughable to those who know their 
insurance stuff. Would concerns like 
the big business corporations, and the 
most careful of merchants and plant 
owners and home owners, use mutual 
insurance as they do if it were un- 
sound in any manner? Ask any mu 
tual solicitor to match his list of 
policyholders against the stock solic- 
itor’s list of policyholders. Or let the 
prospect inquire around among the 
best informed business men in his 
community. The mutuals are never 
afraid of the verdict. 

e* ee ® 


HAT a spectacle of balancing 
one high hat on another is the 
further question asked, thus: 


“Do mutual policyholders realize that 
all credit reports require information as 
to insurance carried and the names and 
types of insurance companies carrying the 
risk? NQO. And that this information is 
onsidered most important by the concern 
extending credit? NO.” 


The stocks are steadily losing 
prestige with the concerns large 


enough to have credit departments. 
lor such businesses also are large 
enough to employ insurance buyers, 
expert in sifting out actual truth 
from propaganda chaff. The stocks 
know they are losing the largest ac- 
counts and if credit rating is to be 
judged at all by insurance connec- 
tions, the better the concern the more 
it will be pleased that a customer has 
been wise enough to take coverage 
under a mutual policy; for this is a 
sound and thrifty procedure. 

In this particular it might be well 
to ask Mr. Priest to cite instances 
where credit rating has ever been 
jeopardized by reason of a mutual 
policy. As a matter of fact, Mr. 
Priest has hidden behind generaliza- 
tion in his entire article. We chal- 
lenge him to be specific. If condi- 
tions in the mutual ranks are what 
he says they are, it should be easy to 
cite specific instances. Is it not safe 
to assume that the presence of stock 
policies (in some one or more of the 
dozens of stock companies that have 
gone to the wall during the last de- 
pression alone) must have given 
creditors rather a bad impression of 
the concerns that held them. 

The same lesson can he applied 
where the W.U. asks: 


“Do mutual policyholders realize that 
in case of serious fire or casualty loss the 
quality of their insurance protection may 
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be the difference between solvency or 
bankruptcy in their business? NO.” 

It has not been the mutuals which 
have embarrassed policyholders—but 
there are plenty of stock companies 
in the same general field that have 
given their policyholders jitters upon 
jitters. 

An Oklahoman visiting the Edi- 
torial office a short time ago cited 
two cases of bankruptcy in Tulsa 
alone caused by the policyholders 
having had to pay the losses, because 
the carriers (in one case, the Union 
Indemnity, the other, The Southern 
Surety), were unable to make good. 
Guaranteed stock insurance, indeed! 

ee @ @ 

M UD from the bottom of the same 

pool is also the implication that 
mortgage companies “find mutual 
policies unenforceable.” Search 
through all available law libraries 
has failed to discover a single case of 
where a mortgagee has ever been 
hampered by a mutual policy any 
more than if a stock policy had been 
held under the same circumstances. 
It does no good to challenge pur- 
veyors of misrepresentation of this 
type to prove their assertions by 
demonstration and example. Such 
challenges have been made repeat- 
edly, but without result. Those ut- 
tering these false statements, prefer 
to continue to do so, realizing that it 
is impossible for the truth to catch 
up with them in connection with 
every case in which the misrepresen- 
tative statement was made. 

And here is another prize all- 
inclusive misrepresentation : 

“So-called ‘insurance associations’ main- 
taining no rate schedules, no rating or- 
ganizations, no scientific laboratories, make 
little contributions to the progress of in- 
surance and, riding on a pass, so to speak, 
sell their product solely because of rate 
cuts — and trade upon the well-earned 
reputation of security, strength and service 
of financially strong stock fire and casualty 
insurance companies.” 

This statement is so broad, and so 
patently false, that it answers itself. 
One has but to point to the lactory 
Mutuals, the Mill Mutuals, the Lum- 
ber Mutuals, the Casualty and Auto- 
mobile Mutuals, and others maintain- 
ing their own exclusive bureaus, and 
to the large number of companies 
maintaining membership or subscrib- 
ing for the rates of other organiza- 
tions, for proof. Maintaining no 
schedules! The experience of the 
stocks in competing with the mutual 
schedules has demonstrated that the 
mutuals have been all too successful. 
Which illustrates that the stocks have 
no exclusive patent on_ technical 
brains. Beyond rating facilities, the 
mutuals maintain engineering and re 
search staffs second to none. They 
have developed new forms of poli- 


cies and have been pioneers in sug- 
gesting ways and means to lessen 
the hazards for countless policyhold- 
ers, and thus to reduce cost. They 
need no “pass” from their stock com- 
pany, rivals, who, the record shows. 
are hard put to make progress for 
themselves. All this is plain to any 
unbiased investigator. 
ee @ ® 

F a rating system that will pro- 

duce rates that can be regarded 
as “standard” is what is wanted, the 
mutuals have been, and will con- 
tinue to be, the first to sponsor and 
support legislation in each state: 

1. Requiring the rates to be based on 
the experience of all of the companies 
in the state. 

2. Requiring their review and approval 
by the Insurance Commissioner. 

3. Requiring the rate making organiza 
tions to be absolutely non-partisan. 

4. Requiring the establishment of ma- 
chinery under non-partisan auspices to 
check all policies for the purpose of pre- 
venting cheating and _ discriminatory 
practices. 

Such a program will support the 
claim of “standard” to any rate 
schedules promulgated. 

And the mutuals are ready to go 
far beyond this in the way of rem- 
edies to be applied to the correction 
of bad practices in the insurance 
business, for example, excess com- 
missions, defamatory statements, re- 
bating, agents qualifications, etc. 

Finally, since the Western Under- 
writer is a California publication, let 
us call the bluff about mutual in- 
adequacy of financial set-up and see 
what the general writing mutuals 
licensed to do business in California 
show as to substantiality, in terms of 
ratio of surplus to assets, and as to 
good management reflected in their 
loss ratio and their investment 
program. 

These thirty-three companies which 
are listed in the footnote below in 
the year recorded in 1934, wrote 
nation-wide, premiums amounting to 
$49,566,278, had admitted assets of 
$91,190,838, surplus to policyholders 
of $41,018,765 and paid dividends of 
$18,061,423. Their loss ratio was 
only 31.6%, and their underwriting 
expense ratio was 29.6%. 

Their investment portfolio when 
broken down shows 51.7% of their 
total assets in United States and 
other high grade bonds, only 19.2% 
in stocks, and 8.4% in mortgages: 
6.4% in real estate, 6.6% in cash, 
and 7.7% miscellaneous. Moreover, 
the ratio of surplus to assets was 
45% which stands right up to both 
the vaunted capital stock plus the 
surplus of the stock companies. 

To verify that the above record is 
fairly typical of mutual excellence, 

(Continued on Page 26) 
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Auto Safety Campaigns 


(Continued from Page 6) 


A unified program for educating 
the youth of the nation who are to be 
the automobile drivers of tomorrow. 

\ uniform and determined program 
to educate the pedestrian in safety 
measures. 

It is significant that since commer- 
cial interests have become more alive 
to the motor accident peril and have 
put coordinated plans to work, the 
drop in fatalities caused by trucks, 
busses and taxicabs has been very 
notable—60% in the case of the taxi- 
cabs since 1927. Truck accidents have 
increased slightly (10%) during that 
same period, but not at all in propor- 
tion to the mounting record of pas 
senger cars, which has risen 55%. 
\nd then, too, there has been a large 
increase in truck registrations and an 
even greater increase in total of mile- 
age. The point is that in a commer- 
cial institution where safety educa- 
tion can be, and is, systematized and 
the ideas of the various national safe- 
ty agencies studied and used in 
routine practice, the curve of fatali- 
ties has tended downward. Possibly 
the motivating cause is that business 
concerns, at last, have discovered that 
accidents are expensive, but the re- 
sults are definite enough to give a hint 
as to the way out for the public. 
Dear to us as personal freedom is, 
it should not be purchased at the price 
of national suicide in motor cars. If 
this thought leads to a suggestion of 
more state regulation, or even led 
eral regulation, it is time that the pub- 
lic should look that alternative 
squarely in the face. The scatterbrain 
policy of hoping that the individual 
will suddenly accelerate his own prog- 
ress toward commonsense in using 
the roads has led, and will lead, no- 
where but to disaster. 


of Silicosis Conference 


THE INFORMAL PROCEEDINGS OF 
THE SILICOSIS SYMPOSIUM, HELD UN- 
der the auspices of the Trudeau 
School at Saranac Lake, have been 
published under the auspices of the 
mployers Mutual Liability Company 
of Wausau. The proceedings were 
edited by Dr. L. U. Gardner and are 
based on the stenographers report of 
the meeting. In most cases no at- 
tempt has been made to give the ex- 
act language used in the discussion 
but Dr. Gardner has summarized the 
statements of the participants, pre- 
serving always the information given 
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or the position assumed by those tak- 
ing part. Copies can be secured from 
Mr. B. E. Kuechle of the Employers 
for three dollars each. 

The program in 1935 was to some 
degree a duplicate of that of the pre- 
vious year. In order to avoid repeti- 
tion, therefore, only a brief outline is 
given of material which was included 
in full in the proceedings of the 1934 
Silicosis Symposium. In order to 
have a complete report of the last 
meeting a copy of last year’s proceed- 
ings is also necessary. 

A few additional copies of these are 
still available and are being sold for 
two dollars, or five dollars for the set, 
to those who purchase the new pro- 
ceedings. 

These two volumes represent the 
most complete and readable analysis 
of the silicosis problem yet published 
and should be in the library of every- 
one interested in the subject. A num- 
ber of plates and charts are included 
in the 1935 proceedings which help 
to clarify the text. 


Changes in 
New York Department 


EFFECTIVE DECEMBER 31st, 1935, 
HOWARD CC. SPENCER RESIGNED AS 
lirst Deputy Superintendent of the 
New York Department and Superin- 
tendent Louis H. Pink advanced 
Deputy Rollin M. Clark to fill the 
vacancy. lrofessor Edwin W. Pat- 
terson of the Columbia University 
law School has accepted a temporary 
appointment as Deputy while on leave 
of absence from the University. His 
time will be devoted mostly to the 
proposed revision of the New York 
Insurance |L.aw, on which he has been 
engaged for several months. 

Superintendent Pink in comment- 
ing on Mr. Spencer’s retirement said : 

“Tt is with sincere regret that I announce 
the retirement of Howard C. Spencer as 
First Deputy Superintendent of Insur- 
ance. His departure is a great loss to the 
Insurance Department and the State. I 
have urged him to remain but he feels 
that after nearly five years in public serv- 
ice through the trying years of the depres- 
sion, he should return to his private busi- 
ness and personal affairs. 

“Mr. Spencer’s record in the Department 
has been outstanding. The manner in 
which he handled many difficult and com- 
plicated legal problems in the Liquidation 
Bureau clearly demonstrated his unusual 
talents. 

In an accompanying statement the 
Superintendent said: 

“Rollin M. Clark who becomes the First 
Deputy, came to the department in April 
of 1933. He has had charge of the person- 
nel of the New York office and general 
supervision of the Examining and Audit 
Bureaus. He has earned by his work the 
regard of the insurance world as well as 
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his advancement to the First Deputyship. 
“Edward McLoughlin, who was for 
many years Special Deputy of Insurance 
in charge of the New York Title & Mort- 
gage Company, has been a Deputy Su- 
perintendent of Insurance in the Depart- 
ment proper since April first, 1935. His 
duties have been largely that of trial 
deputy and secretary of the staff confer- 
ence. He will not only continue to act as 
trial deputy, but will assume many of the 
duties formerly handled by Mr. Clark. 
“The new Deputy will be Professor Ed- 
win W. Patterson, one of the country’s 
outstanding educators in the field of insur- 
ance law. He is author of “The Insurance 
Commissioner in the United States,” 
“Cases on Insurance,” ‘Essentials of In 
surance Law” and “Cases on  Con- 
tracts” and of numerous articles in Amer- 
ican and foreign periodicals.* The Depart- 
ment is particularly fortunate in obtaining 
the full time services of Professor Pat- 
terson during his sabbatical leave. This 
will expedite completion of the redrafting 
of the Insurance Law, one of the most 
important matters now being undertaken 
by the Department.” 
"EDITORIAL NOTE—A number of articles by Prof. 


Patterson have appeared in the Journal of American 
Insurance 


lowa Mutual Leader Dies 


WESLEY JOITNSON, SECRETARY OF 
THE ALLIED MUTUAL AUTOMOBILE 
Association of Des Moines, died on 
January 19th of a heart ailment. To- 
gether with his Allied Mutual Sec- 
retaryship, \lr. Johnson was also a 
director of the lowa Mutual Tornado 
Association and a past president of 
the Towa Mutual Insurance Associa- 
tion. 

ee @ 


Death of E. E. Hooper 


EDWIN E, HOOPER, SECRETARY OF 
THE LUMBERMENS MUTUAL CASUALTY 
Company of Chicago, died on Jan- 
uary 24. Mr. Hooper was 8 years 
of age rand had been a resident of 
Chicago for 48 years. His career 
started with the Nashville & North- 
western Railroad at 14 years of age 
and the railroad business was the 
scene of his activity for the next two 
decades. Having achieved the posi- 
tion of assistant general freight agent 
in charge of lumber and coal traffic 
for the Chicago & Eastern Illinois 
Railroad, he resigned in 1887 to be- 
come secretary of the Lumbermens 
Association of Chicago, in which 
capacity he remained for 33 years. 

Growing out of his connection with 
the Association he was a moving 
spirit in the organization of the Lum- 
bermens Mutual and in 1912 became 
secretary of the company. Since 1920 
he has devoted all of his time to the 
insurance business. 

Surviving Mr. Hooper are his 
widow, Harriet H., and two sons, 


John W. and Henry F. 
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Fire Loss Continues To Increase 

THE NATIONAL BOARD ESTIMATE OF 
THE FIRE LOSS DURING NOVEMBER 
was $20,871,584.00, which represents 
an increase of 5.5% over the losses 
in October and an increase of 3.8% 
over the losses sustained by the com- 
panies during November 1934. This 
is the third successive month that 
losses have exceeded the amount for 
the same month last year. ‘he rec- 
ord so far as reported for 1935 is 
still better than that of 1934, the es- 
timated fire loss for the first eleven 
months being slightly over $231,000,- 
QOO as compared with $251,000,000 
during 1934. 

ee @ @ 


Millers Mutual Of Texas 
Official Dies 


B.R. NEAL, CHAIRMAN OF THE 
BOARD OF THE MILLERS MUTUAL FIRE 
Insurance Company of Texas, died 
on December 25th. Mr. Neal had 
served as director for thirty-four 
years and was greatly interested in 
the welfare of the company. 
l‘ormerly he was manager of the 
stanard-Tilton Milling Co. and was 
instrumental in building for them 
their present fine mill at Dallas. 
Among the Millers he was considered 
a patriarch of the industry, although 
because of illness he practically with- 
drew from active work ten years ago. 
ee @ @ 


Superintendent Pink Hits At 


Excess Commissions 

LUUIS HH. PINK, SUPERINTENDENT 
OF INSURANCE OF NEW YORK, MADE 
public a letter which he has sent to 
the New York lire Insurance Ex- 
change with reference to the payment 
of excess commissions in obtaining 
fire insurance business. The Superin- 
tendent addressed his letter to Harold 
M. Hess, Manager of the Exchange, 
with the request that it be read at the 
meeting of the Exchange on January 
Sth. 

The 
lows: 

“The Insurance Department is concerned 
over reports which have recently reached 
it regarding the placing of fire insurance 
at excess commissions. We have no de- 
sire to inject ourselves into matters that 
may be competently dealt with by the 
Exchange, but unless the Exchange can 
curb the excess commission evil, the wel- 
fare of the business will necessitate action 
by the Insurance Vepartment. 

“The Exchange exists by virtue of vol- 
untary agreement entered into by its mem- 
bers. This places upon the Exchange the 
duty and responsibility of enforcing such 
agreement. Company representatives, 
agents and brokers who violate their 
pledges should be properly disciplined. 
Whether treated as loans, refunds, ex- 
penses, mark-offs or as unfulfilled promises 
of excess allowances, excess commission 


Superintendent’s letter fol- 
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payments should be and must be definitely 
eliminated. We offer you our assistance in 
eradicating this evil. 

“The rate-makers have urged us to re- 
frain from ordering larger rate reduc- 
tions than those recently put into effect. 
Their position is based upon a belief that 
the current experience is abnormal and 
that future events will show a need for 
the margin of security allowed in the rate 
levels. Lf the conduct of those in the bus- 
iness does not conform to this belief, the 
Department will be fully justified in 
adopting a new course of action. 

“Will you please read this letter at the 
next meeting of the Exchange?” 


Wisconsin Mutual Asso. 
Elects Officers 


THE WISCONSIN STATE ASSOCIATION 
OF MUTUAL INSURANCE COMPANIES 
at its annual meeting elected Henry 
Weihbrecht, of the Badger Mutual 
Fire, Milwaukee, president; August 
luge, West Bend Mutual Fire, vice 
president, and Theo. F. Schmidt, Ke- 
waskum Limited Mutual Fire, secre- 
tary-treasurer. The board of direc- 
tors includes, in addition to the 
officers, George Jacobs, Citizens Mu- 
tual Fire, Janesville; Harold U. 
brown, Hardware Dealers Mutual 
lire, Stevens Point; Theodore 
Stickle, Furniture Dealers Mutual, 
Milwaukee, and L. W. Schleider, 
Sheboygan Falls Mutual. The meet- 
ing nominated Messrs. Brown and 
Stickle as the association’s candidates 
for the governing committee of the 
lire Insurance Rating Bureau of 
Wisconsin, and Mr. Fuge as its direc- 
tor on the board of the Wisconsin 
Mutual Insurance Alliance. 


eee 
Alabama 
Mutual Agents Organize 


THE ALABAMA ASSOCIATION OF 
MUTUAL FIRE AND CASUALTY AGENTS 
was organized at a recent meeting in 
sirmingham which was attended by 
agents from throughout the state 
W. L. Wilkinson, head of the insur- 
ance department of Smith-Hodo 
Realty Co., Birmingham, was elected 
president ; Thomas E. Clark of Flor- 
ence, vice president and Cecil L. 
Parker of Birmingham, secretary- 
treasurer. The body plan to hold a 
second meeting in Birmingham, early 
in the year. All mutual agents are 
invited to become members. 


H. J. Hagge Regains Health 


THE MANY FRIENDS OF H. J. HAGGE, 
PRESIDENT OF THE EMPLOYERS MU- 
tuals of Wisconsin, will be glad to 
know that he has made a satisfactory 
recovery from a serious operation 
which recently kept him at the Mayo 
Hospital in Rochester, Minn., for a 
number of weeks. He has returned 





to his home in Wausau and while on 
a reduced schedule of work is again 
active in directing the affairs of his 
companies. 

eee 


Useful Handbook 


(Continued from Page 21) 
more. We have yet to discover any 
subject in insurance that is not 
touched on in some way in the book 
and the treatment is thorough and 
accurate in general. Moreover it 
makes good casual reading. 

In our estimation, this book is in- 
valuable to any insurance company or 
any large sized insurance office, espe- 
cially if multiple lines of insurance 
are carried. 

The book is published by Prentice- 
Hall, Inc., New York City, and is 
priced at $10.00. Doubtless the pub- 
lisher will send a copy on approval 
if requested. 


BUNK OF THE MONTH 


(Continued from Page 24) 
ask a mutual solicitor to show you 
the financial statement of his par- 
ticular company. This will furnish 
the complete answer to the insinua- 
tions in stock company propaganda. 

Also take a look at the mutual 
representative you call in. You will 
find that, either paid solicitor or 
agent (many mutuals operate on the 
agency plan) the mutual man will 
compare favorably in all points with 
stock agents. The mutual contact 
men operate in and near their home 
communities. They are well paid 
either on salary or commission, they 
spend their money for the same 
things as do stock agents, they are 
quite as much an asset in the way of 
good citizenship as are stock rep- 
resentatives. 

And, as a last tip, if you want 
better, fairer treatment from stock 
companies, let them know that you’re 
dickering with mutual companies. 








AND THE ROBIN CHEEPED 


An old colored man was burning grass 
when a “wise guy” stopt and said: “You're 
foolish to do that, Uncle Eb; it will make 
the meadow as black as you are.” 

“Don’t worry ’bout dat, sah,” responded 
Uncie Eb. “Dat grass will grow out an’ 
be as green as you is.”—Montreal Star. 


ALPHABET souP.—‘“Johnnie,” said the 
teacher reprovingly, “you misspelled most 
of the words in your composition.” 

“Yes’m,” explained Johnnie; “I’m going 
to be a dialect writer.”—Pathfinder. 


PLOWING WITH A STICK.—‘‘What is your 
idea of a gentleman farmer?” 

“He’s a person,” answered Farmer Corn- 
tassel, “who is so well fixed that he can 
waste profanity on a golf-ball instead of 
on a mule.”—Army and Navy Journal. 
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Reciprocal Opinion in Oregon 


THE FOLLOWING OPINION AS TO 
THE RIGHT OF RECIPROCALS TO REIN- 
sure against assessment liability has 
been issued by Hon. I. H. Van 
Winkle, Attorney General of the 
State of Oregon. 

State of Oregon 
Legal Department 
Nov. 21, 1935. 
Mr. Hugh H. Earle, 

Insurance Commissioner, 

State Office Building. 

Dear Sir: 

In your letter of the 29th ultimo you 
state that some of the inter-insurance ex- 
changes operating under the provisions of 
Chapter 372, Oregon Laws 1931, through 
their attorneys in fact, are having issued 
to members of the exchange, policies or 
bonds which are often labeled “assessment 
guaranty bond.” These bonds are issued 
by stock insurance companies directly to 
the members of the inter-insurance ex- 
change. You ask my opinion as to whether 
this procedure is in compliance with the 
laws of this state. 

A copy of a typical bond is attached to 
your letter. It provides that the issuing 
corporation agrees to indemnify the mem- 
ber should he be called upon to pay an 
assessment in addition to the premium 
deposit to be paid by the subscriber as stip- 
ulated in the policy, if such assessment 
shall accrue during the term of the mem- 
ber’s policy. The bond provides that claims 
of loss must be made within one year from 
the date of the expiration of the member's 
policy. The inter-insurance exchange is 
the Blank Reciprocal, of * * * * The 
bond was written by the Blank Stock Cor 
poration, also of * * * * * 

“Under the inter- insurance sy stem of 
insurance, each member is liable for his 
proportionate share of the insurance 
granted by policy, and a member sus 
taining a loss could proceed in a single 
chancery suit to secure a decree for the 
aggregate liability of the subscribers 

* Cooley’s Briefs on Insurance, 

Vol. 1, Second Edition, page 72. 

While under the Oregon law, section 
46-1329, Oregon Code, 1935 Supplement, 
the contingent assessment liability of sub- 
scribers may not be limited to an amount 
less than one additional annual premium or 
deposit, nevertheless any person who be- 
comes a member of an inter-insurance ex- 
change and insures a risk through such 
exchange has a contingent liability to pay 
an assessment in addition to his annual pre- 
mium. You state that because of this con 
tingent liability inter-insurance exchanges 
are offering as an inducement to persons 
who might desire to insure in such ex- 
changes, an “assessment guaranty bond,” 
or similar insurance. It is represented 
that these bonds will protect them against 
this contingent liability. 

You state that in actual practice if an 
inter-insurance exchange should become 
insolvent, it is very unlikely that a de- 
mand for an additional assessment will be 
made upon the subscriber within the time 
limited by the bond; that as a matter of 
fact these assessments are usually levied 
several years after the expiration of the 
policy of insurance. For that reason the 
bond, while possibly having some sales 
force, actually offers little, if any, protec 
tion to the subscriber or member. 

An inter-insurance exchange is required 
to secure a certificate to do business in this 
state. The application for such certificate 
must include a copy of the form of the 








JoURNAL OF AMERICAN INSURANCE 


power of attorney or instrument under 
which the insurance is to be effected or ex- 
changed, and a copy of the policy, contract 
or agreement under or by which such con- 
tracts of insurance are effected or ex- 
changed among the subscribers. Section 
46-1318, Oregon Code, 1935 Supplement. 

The power of attorney form, labeled 
“subscribership agreement” filed by the 
Blank Reciprocal, the inter-insurance ex 
change involved in this controversy, au- 
thorizes, among other things, the attorney 
in fact to reinsure contracts for insurance; 
but after a careful study of such agree 
ment, I am unable to find any provision, 
unless it be this authority to reinsure, 
which would authorize the attorney in 
fact to secure for a subscriber the “assess- 
ment guaranty bond.” 

The question arises as to whether or not 
this “assessment guaranty bond” is a con- 
tract of reinsurance within the terms of 
the “subscribership agreement.” 

“Reinsurance” is defined in Couch, 
Cyclopedia of Insurance Law, Vol. 1, page 
65, as follows: 

“S44. Reinsurance is a_ contract 
whereby one for a consideration agrees 
to indemnify another, either in whole 
or in part, against loss or liability, the 
risk of which the latter has assumed un 
der a separate and distinct contract as in 
surer of a third party. * * *.” 

In Crobaugh’s Handbook of Insurance, 
page 1123, we tind the term “reinsurance” 
defined as follows: 

“Reinsurance is an agreement by which 
one insuring company, commonly called 
the direct-writing company, reinsures its 
risk of loss under a policy it has issued, 
by a separate contract with another in- 
surance company, known as the rein- 
surer. One object of a company’s rein- 
suring its risk of loss is to obtain in- 
demnity against its own responsibility. 
For example, a practice followed by 
many fire insurance companies is to issue 
policies of a larger amount than they 
are willing to carry and then protect 
their own interests by insuring a portion 
of the risk with another company. * * *.” 
The term “reinsurance” is defined in the 

New Century Dictionary as follows: 

“* * * insurance by which a first in- 
surer relieves himself from the risk and 
devolves it upon another insurer; also, 
the amount covered by such insurance.” 
The company writing the “assessment 

guaranty bond” does not agree to assume 
any part of the liability of the inter-insur- 
ance exchange to an insured. It promises 
to indemnify the subscriber to whom it is 
issued if he should be called upon to pay 
an additional assessment within a certain 
time. 

It is my opinion that the “assessment 
guaranty bond” is not a contract of rein- 
surance as the term is ordinarily under- 
stood. If the attorney in fact were to enter 
into a contract with an insurance company 
by which the insurance company assumed 
a part of any liability against the inter-in 
surance exchange, this would be a contract 
of reinsurance. 

The insured in question has a fire in- 
surance policy. We will assume that thx 
amount of the policy is $5,000, and that 
the inter-insurance exchange, the Blank 
Reciprocal, desiring to protect itself 
against $2,000 of this amount, has entered 
into a contract with the Blank Stock Cor 
poration, by which the Blank Stock Cor- 
poration agrees to pay to the Blank Recip- 
rocal the sum of $2,000 in the event of 
claim of $5,000 under the policy of the 
Blank Reciprocal issued to the insured. 
This would be a contract of reinsurance, 
and is authorized by the subscribership 
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agreement. The “assessment guaranty 
bond”, instead of doing this, attempts to 
guarantee that the insured will not be re- 
quired to pay assessments in excess of a 
certain amount. Although theoretically 
the insured is a co-insurer with all other 
subscribers than itself, actually the sub- 
scribers or members of the exchange look 
to the fund in the hands of the attorney 
in fact in event of a loss. 

A contract by the attorney in fact which 
would protect this fund would be a con- 
tract of reinsurance, but a contract to pro- 
tect the subscriber from the payment of 
additional assessments is not a contract of 
reinsurance, as the term is ordinarily un- 
derstood. The Blank Reciprocal is not 
authorized under the petecrearehip agree- 
ment to secure this “assessment guaranty 
bond” for the members of the exch: inge. 

The next question arises as to the nature 
of the “assessment guaranty bond.” 

Section 46-101, Oregon Code 1930, de 
lines insurance as follows: 

“Insurance is a contract whereby one 
undertakes to indemnify another against 
loss, damage or liability arising from an 
unknown or contingent event, whereby 
the insured or his heneficiary suffers 
loss or injury.” 

This “assessment guaranty bond” is 
clearly a contract of insurance within this 
definition. 

The Blank Reciprocal is acting as an 
agent of the Blank Stock Corporation 
within the state of Oregon. As an induce 
ment to its prospective customers to be- 
come members of the Blank Reciproc al it 
is offering these customers this “assess- 
ment guaranty bond.” A part of the pre- 
mium paid to the Blank Reciprocal is 
actually received as a premium to be paid 
to the Blank Stock Corporation. 

I am informed that neither the Blank 
Reciprocal nor the Blank Stock Corpora- 
tion, the company issuing the “assessment 
guaranty bond,” is authorized by any per 
mit from your office to write this “assess- 
ment guaranty bond” within this state. 

The Blank Stock Corporation is not in- 
corporated under the laws of Oregon. It 
is a foreign insurance company. Section 
46-102, Oregon Code 1930. 

It is provided in section 46-107, Oregon 
Code 1930, that a foreign insurance com- 
pany to be licensed to do business in this 
state must comply with certain require 
ments set forth in this section. The Blank 
Stock Corporation has not complied with 
the requirements of this section and has no 
legal right to do business in this state. 

Neither the Blank Reciprocal nor the 
Blank Stock Corporation has authority to 
write the “assessment guaranty bond” in 
question. 

Very truly yours, 
[. H. Van Winkle 
Attorney-General 
By (Sed) Miles M. McKey 
Assistant 
MHK:LK 


NO WINGS OVER RASTUS.—Two Negroes 
who had not seen each other in five years 
discovered each had heen married during 
this time. 

“What kinda woman did you-all get, 
Mose?” asked Rastus. 

“She’s an angel Rastus, dot’s what she 
18,” 

“Boy you sho is lucky. Mine’s still 
livin’,” Rastus muttered sorrowfully— 
Raltimore Sun. 


Crowptnc Our tHe Matr.—“Does your 
wife object to your smoking in the house ?” 

“She objects to my smoking anywhere; 
she says it’s too expensive having both of 
us do it.”"—-Boston Transcript. 
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BETTER INSURANCE 
AT LOWER NET COST 


CENTRAL MANUFACTURERS’ MUTUAL INSURANCE CO. 
OF VAN WERT 


INDIANA LUMBERMEN’S MUTUAL INSURANCE COMPANY 


OF INDIANAPOLIS 


LUMBER MUTUAL FIRE INSURANCE COMPANY 
OF BOSTON 


LUMBERMEN’S MUTUAL INSURANCE COMPANY 
OF MANSFIELD 


NORTHWESTERN MUTUAL FIRE ASSOCIATION 
OF SEATTLE 


PENNSYLVANIA LUMBERMEN’S MUTUAL FIRE INSURANCE CO. 


OF PHILADELPHIA 
x x 


Offices From the Atlantic to the Pacific 


Gale & Stone, Boston Justin Peters, Philadelphia 
Interstate Mutual Insurance Agency Co., Mansfield, Pittsburgh. 
Lumbermens & Manufacturers Mutuals Inc. 

James S. Kemper, Mgr. 

Chicago, Milwaukee, Minneapolis, Omaha. 

Lumber Mutual Agency, 

Indianapolis, Memphis, Dallas, Kansas City. 

The Martin General Agency, Seattle, Denver, San Francisco, 
Los Angeles, Vancouver, Portland, Spokane. 









































HISTORY IN THE MAKING 


Writers of insurance history agree that the Great Fire of 
London in 1666 provided the mighty spark from which our 
modern insurance companies can trace their first organized 


effort to transform mutual helpfulness into a benefit to mankind. 


At the turn of the nineteenth century a new addition to the 
already remarkable history of mutual insurance was added. 
The Hardware Mutual Fire Insurance Company of Minnesota 
began business in 1900, closely followed by the Hardware 
Dealers Mutual Fire Insurance Company and the Minnesota 
Implement Mutual Fire Insurance Company, who wrote their 


first business in 1904. 


Since 1919 these three companies, under the name Federal 
Hardware & Implement Mutuals, have been making history. 


They have held steadfastly to the time-tested mutual principles 
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of Safety, Service and Savings to the policyholder. 
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HARDWARE DEALERS MUTUAL FIRE INSURANCE COMPANY, STEVENS POINT, WISCONSIN 
MINNESOTA IMPLEMENT MUTUAL FIRE INSURANCE COMPANY, OWATONNA, MINNESOTA 


* * 
a NG 
* 
WY HARDWARE MUTUAL FIRE INSURANCE COMPANY OF MINNESOTA, MINNEAPOLIS, MINNESOTA 





















































7 is “Not Over 50” Club is 
the “L-M-C’s” answer to the 
nationwide desire to reduce the 
needless carnage of automo- 
bile accidents. 


Realizing that speed is the 
cause of one accident in four 
and a contributing factor in 
nine out of ten, 
members of this or- 
ganization agree 
to drive not over 
fifty miles an hour 
on the open high- 
way and to slow 
down to sensible 
speeds in city 
traffic. You are 
invited to join their number. 


You will receive a red . 


arrow to place at the fifty mile 
an hour mark on the speedom- 
eter of your car and, in states 
where their use is permitted, an 
identifying sticker for the rear 


An Invitation to \ 


Thinking Motorists. 


window. On the arrow is 


printed the crisp reminder 
“Not Over 50.” 


There are no dues and no 
restrictions on membership. 
Any driver of an automobile 
will be welcome in this cam- 
paign against motoring’s great- 

est peril — exces- 
sive speed. Mem- 
bers are not ob- 
ligated in any way 
to place their in- 
surance with the 
“L-M-C", although 
as one of the larg- 
est companies in 
the field, it wel- 
comes the insurance business 
of careful drivers. The ‘Not 
Over 50" Club is your opportu- 
nity to do your part in making 
our highways the reasonably 
safe thoroughfares they were 
intended to be. Will you help? 





LUMBERMENS MUTUAL CASUALTY COMPANY 


: JAMES S. KEMPER, PRESIDENT A 


HOME OFFICE: CHICAGO, U.S.A. 


ORGANIZED ORIGINALLY FOR LUMBERMEN AND NOW ACCEPTING GOOD RISKS IN ALL CLASSES OF BUSINESS 











